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/ have never seen an issue that is as 
complicated as this. 
lean see why for fifty years people have 
tiptoed toward this problem and turned 
around and run away. 

FIRST LADY HILLARY RODHAM CLINTON 
speaking to the American Medical Association, 13 June 1993 
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INTRODUCTION: ANOTHER EXCEPTION TO THE RULE 

"If criminals have the right to a lawyer, I think working Americans should 
have a right to a doctor. ... I'm Harris Wofford, and I believe there is nothing 
more fundamental than the right to see a doctor when you're sick."1 By making 
health care reform the core issue of his campaign, Harris Wofford, a relatively 
unknown Democrat from Pennsylvania, won the seat in the Senate left vacant 
by the sudden death of Senator John Heinz in 1991. Wofford's victory was 
unexpected, as the popular Republican Richard Thornburgh was considered to 
be most likely to win. Instead, health care reform proved to be an effective and 
perhaps even decisive campaign issue in this special senatorial election.2 At the 
Democratic National Convention of 1992, presidential candidate Bill Clinton 
followed Wofford's example by promising the voters an "America in which 
health care is a right, not a privilege."3 

Presenting health care as a right makes sense. America has always been a 
nation with a strong rhetorical emphasis on rights, ranging from civil rights, 
women rights, and gay rights, to the rights of the unborn, the right to bear 
arms, and "the right to remain silent." Advocates of national health insurance 
have repeatedly pointed out that America is the only western welfare state that 
does not guarantee health insurance coverage as a right for all its citizens. 
Around forty million Americans do not have any health insurance coverage at 
all.4 Moreover, problems of incomplete coverage and inability to pay for health 
care are not limited to the underprivileged and the welfare poor alone. Even the 
middle-class Americans have begun to realize that their "right" to health care 
is indeed a privilege, as they worry about rising costs, higher premiums, 
limited coverage, and the decline of employer-based health insurance. To the 
advocates, the solution seems obvious. As Time columnist Barbara Ehrenreich 

As quoted in Theda Skocpol, Boomerang: Clinton 's Health Security Effort and the 
Turn against Government in U.S. Politics (New York: W.W. Norton & Company, 
1996), 27. 
Jacob S. Hacker, The Road to Nowhere: The Genesis of President Clinton's Plan 
For Health Security (Princeton: Princeton University Press, 1997), Chapter 1, 
10-41. 
Bill Clinton, "A New Covenant," Democratic National Convention, New York, 16 
July 1992, in Bill Clinton and AI Gore, Putting People First: How We Can All 
Change America (New York: Times Books, 1992), 217-232. 
Due to differences in definition and methodology, statistics differ on exact 
numbers. The Clinton Health Security Plan states: "Thirty-seven million 
Americans have no health insurance and another 22 million lack adequate 
coverage." The White House Domestic Policy Council, The President's Health 
Security Plan: The Clinton Blueprint (New York: Times Books, 1993), 3. 
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pleads, "Why can't we have national health insurance - like just about 
everybody else in the civilized world, please?'5 

Then, on September 22, 1993, President Bill Clinton presented his long-
awaited Health Security Plan to Congress. "At long last," he declared, "after 
decades of false starts, we must make this our most urgent priority: giving 
every American health security, health care that can never be taken away, 
health care that is always there."6 Initially, the plan was met with enthusiasm, 
but the euphoric mood changed rapidly as it came under serious attack from 
both the left and the right. The advocates of a single-payer national health 
insurance program complained that the plan did not go far enough; the 
opponents denounced the plan by creating a public image of fear that the 
individual would be lost in a bureaucratic health care hell. Even though a 
majority of the American public continued to favor universal coverage, the public 
support of the Clinton plan dwindled. What had started out as a promising 
attempt to reform health care became a symbol in the turn against government. 
Roughly a month before the congressional elections of November 1994, Senate 
majority leader George Mitchell pronounced the death of the Clinton Health 
Security Plan. When subsequently Harris Wofford lost his seat in the Senate, 
the failure of health care reform seemed complete. 

The disappointing fate of the Clinton Health Security Plan came as no 
surprise to those historians who view the history of national health insurance in 
the United States as "a century of failure."8 Ever since the first unsuccessful 
attempt to include national health insurance in the Social Security Act of 1935, 
all succeeding efforts have failed: the Wagner bill of 1939, the Wagner-
Murray-Dingell bills of the 1940s, President Harry S. Truman's National 
Health Plan of 1949, the 1970 Health Security Plan of Edward Kennedy and 
Martha Griffiths, President Richard Nixon's Comprehensive Health Insurance 
Plan of 1974, President Jimmy Carter's health insurance plan of 1979, and 
finally, the Clinton Health Security Plan. A comprehensive and universal 
health insurance program was never enacted. Instead, a combined system of 
private and government health insurance programs developed: private, 
employer-based health insurance for the working population, and government 

As quoted in Harold Bauman, "Verging on National Health Insurance since 1910," 
in Robert P. Huefner and Margaret P. Battin (editors), Changing to National 
Health Care: Ethical and Policy Issues (Salt Lake City: University of Utah Press, 
1992), 29-49. 
Bill Clinton, "Address to a Joint Session of the Congress on Health Care Reform," 
22 September 1993, Public Papers of the Presidents of the United States 
(Washington D.C.: United States Printing Office, 1994), 1556-1565. 
Hacker, The Road to Nowhere, 170-180; Skocpol, Boomerang, 92-98. 
David J. Rothman, "A Century of Failure: Class Barriers to Reform," in James A. 
Morone and Gary S. Belkin (editors), The Politics of Health Care Reform: Lessons 
from the Past, Prospects for the Future (Durham, NC: Duke University Press, 
1994), 11-25. 
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programs for those Americans who are the least likely to be insured. Enacted in 
1965, Medicare provides health insurance for the elderly and the disabled, 
Medicaid for the welfare poor and the medically indigent. Even though 
policymakers believed that Medicare and Medicaid would eventually lead to 
universal coverage, those Americans falling in between private insurance and 
government programs remain uninsured. 

THE AMERICAN EXCEPTION 

The question why national health insurance was never enacted in America has 
become a classic, reminiscent of the more famous one phrased by the German 
sociologist Werner Sombart in 1906: "Why is there no Socialism in the United 
States?"9 America is indeed the exception: all other western welfare states have 
enacted national health insurance in some form or another. In the popular 
view, this American exception is easily explained. National health insurance is 
just plainly un-American, a product of those European nanny welfare states 
where the people are pampered from the cradle to the grave. Americans don't 
want to be pushed around, as National Review columnist John C. Goodman 
argues: "In Europe, people have been pushed around for centuries. In the U.S. 
we have widespread access to information, about modern medical technology, a 
legal system that encourages litigation, and a strong devotion to basic rights of 
due process. National health insurance, as it operates in other countries, would 
not survive the American cultural and legal system."10 

Scholars have provided more subtle, though similar explanations. 
Seymour Martin Lipset views the absence of national health insurance in the 
United States as an example of American exceptionalism - the notion that, 
because of its "unique" history, America is intrinsically different from other 
western nations. America's dominant public philosophy of individualism and 
self-reliance, combined with a traditional aversion to state intervention, makes 
national health insurance incompatible with American culture and politics.11 

James A. Morone adds that, in the United States, the seemingly contradictory 
combination of individualism and communal interest has enabled the medical 
profession to maintain a strong influence on how health care policy is 
administered.12 In his essay "Why Americans are Different," Lawrence D. 
Brown states that Americans are "aggressively moralistic" when it comes to 
social policy. Americans are reluctant to commit to national health insurance 

9 As quoted in Seymour Martin Lipset, American Exceptionalism: A Double-Edged 
Sword (New York: W.W. Norton & Company, 1996), 33. 

10 John C. Goodman, "National Health Insurance: An Expensive Way to Die," 
National Review (16 April 1990): 32. 

11 Lipset, American Exceptionalism, Chapter 1,31-52. 
12 James A. Morone, The Democratic Wish: Popular Participation and the Limits of 

American Government (New York: BasicBooks, 1990), Chapter 7, 253-314. 
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out of "the fear that the mythic [sic] prototypical recipient who uses his welfare 
benefits to buy a Cadillac or her food stamps for vodka is itching to charge the new 
government health insurance program for cosmetic surgery and such." 

Other scholars have looked beyond the so-called exceptionally American 
cultural values and place a stronger emphasis on the structure and institutions 
of the American political system.14 First, the fate of health care reform in the 
United States is dependent on many different interest groups, including the medical 
profession, the pharmaceutical industry, insurance companies, consumer 
organizations, labor, and business. All these interest groups influence social policy 
through lobbying. Second, the complex combination of legislative and executive 
power, combined with the tension between federal and state politics, makes 
comprehensive federal legislation more difficult. While in most western welfare 
states, parliamentary and often coalition governments design social policy, 
American reformers see their efforts being obstructed by, in David Wilsford's 
definition, "the lobby, lobby, lobby system of the United States."15 To get national 
health insurance enacted, reformers need to lobby the administration, lobby the 
Congress, and lobby the governments of the individual states. Finally, compared to 
the debates in other western welfare states, the national health insurance debate in 
the United States has always been more ideological. All these influences have 
contributed to the exceptional position of American health care policy. 

CHALLENGING THE QUESTION 

To question the absence of national health insurance in the United States 
means making a comparison that is by definition problematic. Not only is 

13 Lawrence D. Brown, "Why Americans Are Different," in Huefner and Battin 
(editors), Changing to National Health Care, 133-134. Brown implies that such 
stereotypes are "exceptionally" American. However, even though there may be a 
stronger political base for social welfare in the Netherlands, Brown's description 
sounds strikingly similar to the Dutch stereotypes of the Turkish immigrant on 
welfare who drives a brand-new Mercedes or the transsexual who uses the national 
health insurance program to pay for his sex change operation. There is no reason to 
assume that prejudice against and stigmatization of the less privileged are limited 
to the United States alone. 

14 See for example Paul J. Feldstein, "Why the United States Has Not Had National 
Health Insurance," in Huefner and Battin (editors), Changing To National Health 
Care, 51-71; Theda Skocpol, "Why the United States Has Repeatedly Failed to 
Enact Universal Health Insurance," in Hans Bak, Frits van Holthoon, and Hans 
Krabbendam, Social and Secure? Politics and Culture of the Welfare State: A 
Comparative Inquiry (Amsterdam: VU University Press, 1996), 382-403; Sven 
Steinmo and Jon Watts, "It's the Institutions, Stupid! Why Comprehensive 
National Health Insurance Always Fails in America," Journal of Health Politics, 
Policy, and Law 20 (Summer 1995): 329-372. 

15 David Wilsford, Doctors and the State: The Politics of Health Care in France and 
the United States (Durham: Duke University Press, 1991), 232-233. 
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America much larger in size (in square miles and in population) than the other 
western industrialized nations, the complex relationship between federal and 
state governments makes American health policy more complicated. In 
comparative analyses, scholars tend to focus on the federal policy in America 
only, thereby ignoring policy on state level.16 Several American states have 
enacted health insurance programs to extend coverage to all or most of the 
population, or have initiated far-reaching health care reform.17 Why should a 
relatively small welfare state as the Netherlands be included in a comparative 
analysis, while American states as Florida or Minnesota - which have enacted 
health insurance programs on state level - are not? Comparisons between the 
United States of America and other western industrialized welfare states, 
especially those focused on cultural values, tend to be based on overemphasized 
differences and broad generalizations, while the American experiences on state 
level are often ignored. 

The discussion becomes even more complicated when taking into account that 
national health insurance is not a singular entity meaning the same in all western 
welfare states at all times. If, in the definition of Edward D. Berkowitz and Kim 
McQuaid, "true" national health care means "health care paid for and provided by 
the government under a system in which doctors work for the government," then 
only a few national health care schemes fit the bill, most notably the British 
National Health Service (NHS).18 Compared to the national health care schemes of 
other western welfare states, the NHS can be called unique, as it is administered by 
the national government. In all other western welfare states, on the contrary, 
health care, whether or not supervised by the centralized government, is 
administered on local level. In this particular comparison, American health 
care policy complies to the rule, while Great Britain is the exception.19 

Using broad definitions, national health care systems can be divided in 
three categories: 1) traditional sickness insurance, meaning the state finances 
the health care services for certain lower-income segments of the population, 

16 For example, in his table presenting "the degree of de-commodification" in several 
western welfare states in 1980, Gosta Esping-Andersen does not give a score for 
sickness benefits in the United States because, within his framework, such a 
program is "non-existent and therefore scored 0." Gosta Esping-Andersen, The 
Three Worlds of Welfare Capitalism (Princeton: Princeton University Press, 1990), 
50. 

17 Harry Nelson, Federalism in Health Reform: Views from the States That Could Not 
Wait (New York: Milbank Memorial Fund, 1994). See also Howard M. Leichter 
(editor), Health Policy Reform in America: Innovations from the States (Armonk, 
New York: M.E. Sharpe, 1992). 

18 Edward D. Berkowitz and Kim McQuaid, Creating the Welfare State: The Political 
Economy of 20th-century Reform, revised edition ( Lawrence, KS: University of 
Kansas Press, 1992), 211. 

19 Rudolf Klein, The New Politics of the National Health Service, third edition 
(London: Longman, 1995), vii. 
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predominantly through sickness funds consisting of contributions by employers 
and employees, 2) national health insurance, meaning the state functions as 
single-payer intermediary between health care provider and health care 
consumer, and 3) national health service, meaning the state both finances and 
provides for health care services. A fourth category includes national health 
care systems consisting of a mixture of the three.20 In practice, most health care 
systems overlap. Private health insurance co-exists with government health 
insurance programs. Systems based on social insurance (contributions by 
employers and employees) are combined with government health insurance 
programs for the non-working population financed by general revenue. Recent 
health care reforms have blurred the differences even further. Government 
programs have been partially privatized. Systems of managed care have 
strengthened the ties between private and government health insurance. 
Interestingly enough, these reforms are often defined as the "Americanization" 
of healthcare.21 

As most of these health care systems are mixtures of different programs, 
often a combination of private and government health insurance, the American 
system appears to be less different than is generally assumed. The American 
federal government has always been an important partner in health care policy, 
not only through Medicare and Medicaid, but also through federal subsidies to 
extend medical care and through fiscal policies which encourage private, 
employer-based health insurance. By the end of the 1980s, the federal 
government spent more on health care than the private insurance companies 
did.22 The conclusion that any form of national health insurance - in its 
broadest definition - is absent in the United States of America can therefore not 
be sustained. 

Several scholars have pointed out that, instead of explaining why national 
health insurance was never enacted in the United States, the focus should be on 

20 Margaret S. Gordon, Social Security Policies In Industrial Countries: A 
Comparative Analysis (Cambridge: Cambridge University Press, 1988), Chapter 
10, 197-225. See also Mary Ruggie, Realignments in the Welfare State: Health 
Policy in the United States, Britain, and Canada (New York: Columbia University 
Press, 1996). 

21 On recent health care reforms see for example, Chris Ham and Mats Brommels, 
"Health Care Reform in the Netherlands, Sweden, and the United Kingdom," 
Health Affairs (Winter 1994): 106-119; David Mechanic, "The Americanization of 
the British National Health Service," Health Affairs (Summer 1995): 51-67. 

22 Theodore R. Marmor, Jerry L. Mashaw, and Philip L. Harvey, America's 
Misunderstood Welfare State: Persistent Myths, Enduring Realities, revised edition 
(New York: BasicBooks, 1992), 179. According to the authors: "By 1989, 
government financed about 40 percent of total health expenditures (nearly 70 
percent ofthat total through Medicare and Medicaid), whereas private insurance 
covered only about 32 percent. Patients paid the rest out of pocket." 



Introduction: Another Exception to the Rule 7 

the policy that was enacted.23 Why has the extension of medical care repeatedly 
been preferred to the extension of health insurance coverage? How is American 
health care financed? What role has the federal government played in the 
encouragement of private, employer-based health insurance? Why are certain 
groups of the population, such as the elderly, covered by government health 
insurance programs while others are not? These questions are indeed 
fundamental to understanding American health care policy and are in fact 
more relevant than merely questioning why the United States does not have a 
national health insurance program. This does not mean, however, that the issue 
of the absence of universal coverage in the United States can or should be 
ignored: in contrast to all other western welfare states, America has never 
enacted a government program, whether or not one of national health 
insurance, to guarantee basic health insurance coverage for all its citizens. To 
question the exceptionality of the American situation remains valid. Why did a 
nation, with a traditional aversion to governmental intervention, a well 
developed bill of individual rights, yet also with federally enforced policy on a 
broad range of issues from drinking to education, never guarantee access to 
medical care? In the study of American health care policy, the absence of 
universal coverage should also be included. By examining the options and the 
final decisions at specific moments in the national health insurance debate -
thus focusing on the policy which was adopted, instead of on policy which was 
not - the question why America has been exceptional in not guaranteeing 
health insurance to all its citizens can be answered as well. 

CONFLICT VERSUS CONSENSUS 

In their attempt to explain the absence of national health insurance in the 
United States, historians have presented a "good guys versus bad guys" 
narrative - a struggle of reformers against the medical profession and the 
insurance industry.24 With the sole exception of Medicare, a rather moderate 

23 Edward D. Berkowitz, America's Welfare State: From Roosevelt to Reagan 
(Baltimore: John Hopkins University Press, 1991), xv; Daniel M. Fox, "History 
and Health Policy: An Autobiographical Note on the Decline of Historicism," 
Journal of Social History (Spring 1985): 349-364; Lawrence R. Jacobs, 
"Institutions and Culture: Health Policy and Public Opinion in the U.S. and 
Britain," World Politics 44 (January 1992): 180-181. 

24 Daniel S. Hirshfield, The Lost Reform: The Campaign for Compulsory Health 
Insurance in the United States from 1932 to 1943 (Cambridge, MA: Harvard 
University Press, 1970); Monte M. Poen, Harry S. Truman Versus the Medical 
Lobby: The Genesis of Medicare (Columbia: University of Missouri Press, 1979); 
Sheri I. David, With Dignity: The Search for Medicare and Medicaid (Westport, 
CT: Greenwood Press, 1985). One notable exception to this dominant view is 
Daniel M. Fox, Health Policies, Health Politics: The British and American 
Experience, 1911-1965 (Princeton: Princeton University Press, 1986). 
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success, the struggle repeatedly ended up in a defeat of the reformers. By 
viewing American health care policy as failed attempts to establish national 
health insurance, the emphasis has been placed on the conflict between two 
opposing poles, with a slight bias toward the reformers, instead of on the 
consensus which had been established among the remaining partners in 
American health care. As Daniel Fox poses the rhetorical question: "And why 
have professional historians who unlike frustrated reformers should have 
known better, emphasized the failure to achieve compulsory health insurance 
as the central issue in medical care policy in the United States?"25 Indeed, 
historians tend to ignore that, while national health insurance remained 
controversial, no one seemed to doubt, including the reformers and the medical 
profession, that the subsidizing of medical research and facilities would lead to 
better medical care. 

"Believe it or not in the first two decades of this century, there was one 
instance in which the American Medical Association wanted a national health 
program, and the AFL-CIO opposed it," as President Clinton said at a health 
care rally on the day after he presented his Health Security Plan to Congress.26 

The AMA had indeed in 1916, for a short period of time, cooperated with the 
social insurance experts of the American Association of Labor Legislation in 
the study of compulsory health insurance. The American Federation of Labor 
(AFL), on the contrary, was less cooperative. Its president Samuel Gompers 
denounced compulsory health insurance as paternalistic intrusion of the state.27 

Over the years, the tables were turned. The AMA as main opponent and the 
AFL-CIO as main advocate became the two opposing poles in the debate on 
government health insurance. 

Most historians of national health insurance in the United States have 
assumed that the direct cause of its failure was the opposition of predominantly 
the medical profession as mobilized by the AMA.28 The opposition of the 
medical profession convinced President Franklin D. Roosevelt's Committee on 
Economic Security that including national health insurance in the Social 
Security Act of 1935 would endanger the passage of the entire act. In 1949, the 
AMA launched an extensive and successful public campaign to counter 
President Harry S. Truman's National Health Plan. Even the enactment of 

25 Daniel M. Fox, "History and Health Policy: An Autobiographical Note on the 
Decline of Historicism," Journal of Social History (Spring 1985): 349-364. 

26 Bill Clinton, "Remarks at a Rally for Health Care Reform," 23 September 1993, 
Public Papers, 1566. Clinton is referring to the American Foundation of Labor 
(AFL). The Congress of Industrial Organizations (CIO) was founded in 1935 and 
merged with the AFL in 1955. 

27 Ronald L. Numbers, Almost Persuaded: American Physicians and Compulsoty 
Health Insurance, 1912-1920 (Baltimore: Johns Hopkins Press, 1978), Chapter 5, 
52-63. 

28 Hirshfield, The Lost Reform; Poen, Harry S. Truman Versus the Medical Lobby; 
David, With Dignity. 
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Medicare and Medicaid in 1965 can be seen as a victory of the medical 
profession. Not only did these programs prove to be a great financial benefit to 
the medical profession, the enactment of Medicare and Medicaid also reduced 
the political pressures pushing for universal coverage. When the opposition to 
government health insurance was taken over by other interest groups such as 
the Health Insurance Association of America, they could build upon a tradition 
of opposition initiated by the AM A. 

The AMA's strong opposition seemed illogical, as national health 
insurance could only benefit, not hurt, the medical profession. As President 
Harry S. Truman wondered, "I can't get the doctor's point of view because the 
objective is to help these people have a nest egg so the doctors and the hospitals 
can be paid."29 However, the possible economic gain did not outweigh the fear 
that a government health insurance program would be the first step in the 
regimentation of the medical profession, the fear that the government would 
not only pay for medical care, but also determine how this care was supposed to 
be delivered.30 Government health insurance could also lead to a dominance of 
group practice, placing the medical profession under the regulations of hospital 
administrations.31 In addition, a joined fight against national health insurance 
enabled the AMA to maintain unity within the medical profession and 
strengthen its professional autonomy.32 

Over the years, critics have pointed at the dominant influence of 
organized medicine in medical politics, depicting the AMA as "the world's 
most hated union" and as a group of "demagogues ... who wave the flag to 
achieve selfish aims."33 The image of the AMA as main obstructionist also 
became dominant in the popular literature. Books such as James Rorty's 
American Medicine Mobilizes (1939) and Richard Carter's The Doctor 
Business (1959) depicted the AMA as a group of ruthless doctors jeopardizing 
the public health in the pursuit of their own economic well-being. After 
Medicare was enacted, the AMA's unsuccessful "multi-million dollar fight 
against public health legislation" was described by journalist Richard Harris in 
a series of four articles in The New Yorker. Harris' account became a best-seller 

29 As quoted in Monte M. Poen, "The Truman Legacy: Retreat to Medicare," in 
Ronald L. Numbers (editor), Compulsory Health Insurance: The Continuing 
American Debate (Westport, Connecticut: Greenwood Press, 1982), 100. 

30 James G. Burrow, AMA: Voice of American Medicine (Baltimore: Johns Hopkins 
Press, 1963); Frank D. Campion, The AMA and U.S. Health Policy Since 1940 
(Chicago: Chicago Review Press, 1984). 

31 Fox, Health Policies. Health Politics, Chapter 3, 37-51. 
32 Eliot Freidson, Professional Powers: A Study of the Insitutionalization of Formal 

Knowledge (Chicago: The University of Chicago Press, 1986). 
33 Roul Tunley, The American Health Scandal (New York: Harper & Row, 1966), 97; 

RW. Tucker, The Case for Socialized Medicine (1963), as quoted in Elton Rayack, 
Professional Power and American Medicine: The Economics of the American 
Medical Association (New York: The World Publishing Company, 1967), 1. 
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when the articles were published in book form. The 1969 revised paperback 
edition featured a foreword by Senator Edward Kennedy, one of the most active 
advocates of national health insurance in the Senate. More recently, journalists 
Howard Wolinsky and Tom Brune published The Serpent on the Staff: The 
Unhealthy Politics of the American Medical Association, arguing that the 
AMA remains one of the most prominent obstructionists in health care 
reform.34 

The opposition of the AMA and the advocacy of the AFL-CIO did not 
stand on their own, but reflected a more general political and ideological 
division between conservatives and liberals in American politics throughout the 
twentieth century.35 As the division in opponents and proponents in the 
Medicare debate shows, government health insurance tended to be favored by 
representatives of the employed working population, and opposed by 
representatives of employers, independent professionals, and business.36 

Traditionally conservative interest groups such as the Chamber of Commerce 
supported the position of the AMA, while more progressive groups joined with 
the AFL-CIO. This division also reflected the political party alignments. With 
the notable exception of the 1974 Comprehensive Health Insurance Plan 
introduced by President Richard Nixon, a Republican, national health 
insurance appeared to be the prerogative of the Democratic Party. Politicians 
from both sides used their position on government health insurance to win 
political support and gain influence within their political parties. 

During senatorial and presidential campaigns, Republican candidates 
used the AMA's arguments against national health insurance in their own 
opposition to a more active role of the federal government in general. In 1948, 
right before the presidential elections, House Republicans established the 
Subcommittee on Government Publicity and Propaganda to investigate 
President Truman's support of national health insurance, a political 
investigation which had more to do with the coming elections than with health 
care.37 In 1968, Ronald Reagan, then governor of California, strengthened his 
position within the Republican Party by claiming that "Medicare programs are 

34 James Rorty, American Medicine Mobilizes (New York: Norton & Company: 
1939); Richard Carter, The Doctor Business (Garden City, NY: Doubleday & 
Company, 1958), reprinted in 1961 as "Dolphin" paperback; Richard Harris,/! 
Sacred Trust (New York: The New American Library, 1966), reprinted in 1969 as 
"Pelican" paperback with a new introduction by Senator Edward Kennedy; Howard 
Wolinsky and Tom Brune, The Serpent on the Staff: The Unhealthy Politics of the 
American Medical Association (New York: G.P. Putnam's Sons, 1994). 

35 Marmor, Mashaw, and Harvey, America's Misunderstood Welfare State, 45. 
36 Theodore R. Marmor, Political Analysis and American Medical Care: Essays 

(Cambridge, UK: Cambridge University Press, 1983),140. 
37 Poen, Harry S. Truman Versus the Medical Lobby, 102. 
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in fact sicker than the people they are expected to aid."38 Three decades later, 
conservative House Republicans attacked the Clinton Health Security Plan as 
part of a larger political campaign against the Clinton administration. While 
health care reform was one of the main targets of attack, the issue did not 
reappear in the House Republicans legislative blueprint Contract with 
America39 

However, politicians of the Democratic Party also took political advantage 
of the conflict situation in health care politics. President Harry Truman 
criticized the "do-nothing" Republicans for merely echoing the AMA 
propaganda: "Sorry. We can't do that. The medical lobby says it's un-
American."40 During the Medicare debates, President John F. Kennedy lashed 
out against the AMA, blaming the medical profession for the failure to enact 
health insurance for the aged, while he must have realized that Congress was 
the real obstructionist.41 In 1992, presidential candidate Bill Clinton promised 
that "your government has the courage - finally - to take on the health care 
profiteers."42 In the same manner as conservative Republicans have simplified 
the national health insurance debate by merely warning against "socialized 
medicine," liberal Democrats singled out the opposition of the medical 
profession as main obstacle to create a visible "enemy" in the fight for health 
care reform. 

Even though the AMA's opposition was real, the overestimation of its 
influence reduces the history of national health insurance in the United States 
to a battle between idealistic reformers and opportunistic obstructionists. In this 
way, it tends to be forgotten that national health insurance (predominantly the 
issue of universal coverage) was not so much a "lost reform" as an option that 
was repeatedly not chosen. Efforts to reform health care were not merely 
failures but also political compromises, leading to the extension of medical 
care, cost containment, and health insurance coverage for certain segments of 
the population. Moreover, health care reform is a long political process that 
builds on both the successes and failures of the past. President Truman's 
"failed" National Health Plan, for example, eventually led to the enactment of 
Medicare and Medicaid. Even though Nixon's health insurance plan did not 

38 Ronald Reagan, The Creative Society: Some Comments on Problems Facing 
America (New York: The Devin-Adair Company, 1968), 67. 

39 Skocpol, Boomerang, 183-184; Ed Gillespie and Bob Schellhas (editors), Contract 
with America (New York: Times Books, 1994). 

40 Harry S. Truman, "[Speech in] Indianapolis, Indiana," 15 October 1948, in Dennis 
Merrell (editor), Documentary History of the Truman Presidency, Volume 14 
(Bethesda, Maryland: University Publications of America, 1996), 481. 

41 John F. Kennedy, "Statement by the President on the Defeat of the Medical Care 
Bill," 17 July 1962, Public Papers of the Presidents of the United States 
(Washington D C : United States Government Printing Office, 1963), 522-523. 

42 Bill Clinton, "A New Covenant," in Bill Clinton and AI Gore, Putting People First, 
228. 
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succeed, the Nixon administration successfully introduced the Health 
Maintenance Organization (HMO) as an American solution to finance health 
care.43 The Clinton Health Security Plan led to the enactment of the Health 
Insurance Portability and Accountability Act of 1996. Introduced by Democrat 
Edward Kennedy and Republican Nancy Kassebaum, the act includes several 
aspects of the Clinton plan which increase the security of Americans already 
covered by health insurance.44 Not the failure of national health insurance in 
itself, but the preference for the extension of medical care, partial health 
insurance coverage, and cost containment instead of universal coverage should 
be the focus in studying American health care. 

Ironically, when the two traditionally opposing poles in the national 
health insurance debate finally tried to establish consensus, the politicians were 
the ones who chose to maintain conflict in health care reform instead. On July 
21, 1994, the AMA and the AFL-CIO, together with the American Association 
of Retired Persons (AARP), published a joined advertisement in the national 
press in which they endorsed universal coverage. This action led to "reversed 
lobbying" by the conservative House Republicans, who sent a letter to the AMA 
delegates in which they expressed their discontent. According to the 
politicians, the AMA's recent position was "out of touch with rank and file 
physicians."45 Clearly, the fate of national health insurance in the United State 
cannot be explained by the opposition of the medical profession alone, but by 
the politics of conflict and consensus among the different partners in American 
health care. 

THE RULE AND THE EXCEPTION 

The emphasis on the absence of national health insurance coincides with the 
dominant view of America as a laggard in the development of its welfare state. 
The programs that were enacted, as is believed, are the result of the "Two Big 
Bangs," the two American attempts to catch up with the rest of the world: 
Franklin D. Roosevelt's New Deal of the 1930s and Lyndon B. Johnson's Great 

43 Even though the popularity of HMOs has decreased in recent years, during the 
early 1970s HMOs were seen as a positive solution to the problem of rising costs 
in health care delivery. The Nixon administration hoped that by the end of the 
1970s, 90 percent of the American population would be enrolled in HMOs. As Paul 
Starr has stated, "The socialized medicine of one era had become the corporate 
reform of tire next." Paul Starr, The Social Transformation of American Medicine: 
The Rise of a Sovereign Profession and the Making of a Vast Industry (New York: 
BasicBooks, 1982), 396. 

44 Paul Starr, "Damage Report," The American Prospect (September/October 1996) 
28: 6-8; Paul Starr, "The Signing of the Kennedy-Kassebaum Bill," 22 August 
1996, Electronic Policy Network. 

45 Skocpol, Boomerang, 161. 
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Society of the 1960s.46 This view is conform to Arthur Schlesingers "Cycles of 
American History," the assumption that reform occurs in cycles of 
approximately thirty years. The New Deal reformers were inspired by the 
Progressives of the turn of the century, while presidents Kennedy and Johnson, 
in their turn, were inspired by the New Deal. In the 1990s, as Schlesinger 
predicted in 1986, new reforms by the generation inspired by the Kennedy 
years could be expected.47 However, in spite of the promise of the Clinton 
presidency, a "Third Big Bang" did not occur. Instead of major health care 
reform establishing universal coverage, the Clinton administration ended 
"welfare as we know it."48 

Such a cyclical movement can certainly be detected, as the New Deal of 
the 1930s and Great Society of the 1960s were indeed major expansions of the 
American welfare state, particularly on the level of federal legislation. 
However, as Theda Skocpol has shown, the American welfare state before the 
1930s was far from non-existent, with a comprehensive federal pension plan 
for Civil War veterans and social welfare policies for widows and mothers.49 In 
addition, the incremental extensions of the Social Security Act, specifically the 
inclusion of agricultural workers, domestic servants, and private employers in 
the group of beneficiaries in 1950 and the enactment of disability insurance in 
1956, have been major expansions of the American welfare state.50 Most 
important, American social policymaking is a continuing political process that 
cannot be reduced to limited periods of intensified federal action alone. 

In the attempt to identify an autonomous process which can explain the 
development of the western welfare state in general, scholars have applied the 
"logic of industrialism" approach. According to this approach, the welfare state 
has been developed to counter the side-effects of industrialism and rapid 
urbanization. With the shift from agriculture to industrialism, the economic 
insecurity of the working population increased. Families were no longer self-
sufficient units within a close-knit social community, but became 
predominantly dependent on the wage-labor of the (male) breadwinner. The 
individualization of the worker ran parallel to the increase of dependency and 
vulnerability. Without personal savings to fall back upon, only charity could 
relieve the destitute among the workers and their families in case of 

46 The term "Big Bang" in this context was introduced by Christopher Leman, as 
quoted in Theda Skocpol, Social Policy in the United States: Future Possibilities in 
Historical Perspective (Princeton: Princeton University Press, 1995), 13. 

47 Arthur M Schlesinger, Jr., The Cycles of American History (Boston: Houghton 
Mifflin, 1986), 33-34. 

48 Michael B. Katz, In the Shadow of the Poorhouse: A Social History of Welfare in 
America, revised edition (New York: BasicBooks, 1996), Chapter 11, 300-334. 

49 Theda Skocpol, Protecting Soldiers and Mothers: The Political Origins of Social 
Policy in the United States (Cambridge, Massachusetts: Belknap Press of Harvard 
University Press, 1992). 

50 Berkowitz and McQuaid, Creating the Welfare State, Chapter 8, 165-192. 
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unemployment or sickness. Social welfare and social insurance programs, on 
the contrary, could provide economic security through wage compensation 
during those periods of loss of income.51 

However, the logic of industrialism approach cannot explain differences 
in the order and timing of social legislation among the western welfare states, a 
chronology that does not seem to correlate to the level of industrialization. In 
other words, those nations that were the first to industrialize were not by 
definition the first to enact comprehensive social welfare and social insurance 
programs. Scholars have provided a range of explanations for these differences, 
including class struggle and state formation. According to the class struggle 
approach, strong labor movements command social legislation, either as a 
political force outside the government or as a partner in social democratic 
coalitions. The relatively weak labor movement in the United States could 
therefore explain the relatively slow development of the American welfare 
state.52 The state formation approach focuses on the level of centralization and 
bureaucratization of the national government. Germany was the first to 
establish a broad welfare state due to its well organized bureaucracy. The 
United States, on the contrary, was relatively late in the centralization of the 
state. A governmental bureaucracy on federal level did not develop until the 
1930s.53 Even though these explanations are valid and do partially explain the 
development of the American welfare state, they do not provide a single rule 
for the development of the welfare state in general. 

In the attempt to explain the differences in timing and development of the 
American welfare state compared to other western welfare states, scholars have 
emphasized the exceptional character of American history, culture, and 
ideology. Such a cultural values approach confirms, rather than contradicts, the 
logic of industrialism approach, as America is presented as the exception that 
proves the rule. Moreover, this approach fits within a more general view of 
America as "unique and separate from the rest of the world because a virtually 
unchallengeable national myth identified it as a country created by removal from the 
corruptions and confinement of Europe."5'' To understand the "uniqueness" of the 
United States, scholars refer back to the classic studies of Alexis de 

51 Theda Skocpol gives an elaborate overview of the different approaches in her essay 
"State Formation and Social Policy in the United States," in Social Policy in the 
United States, 11-36. 

52 For this argument applied to national health insurance, see Vicente Navarro, The 
Politics of Health Policy: The U.S. Reforms, 1980-1994 (Cambridge, 
Massachusetts: Blackwell, 1994). 

53 Stephen Skowronek, Building a New American State: The Expansion of National 
Administrative Capacities, 1877-1920 (Cambridge, Massachusetts: Cambridge 
University Press, 1982); Skocpol, "State Formation and Social Policy in the United 
States," 11-36. 

54 John Higham, "The Future of American History," Journal of American History 80 
(March 1994): 1289-1309. 
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Tocqueville, Democracy in America (1840), and Louis Hartz, The Liberal 
Tradition in America (1955). As is believed, Americans are intrinsically 
different from those Europeans left behind in the Old World. They value 
individualism and self-reliance. They oppose a strong centralized state, but 
believe in voluntarism. As Roy Lubove has argued, "Americans assumed that 
their country was unique in assigning to private, voluntary institutions a wide range 
of responsibilities which in other nations were regulated to government or elite 
groups."55 

In his studies on American exceptionalism, Seymour Martin Lipset argues 
that being an American is not only a matter of birth, but also of "ideological 
commitment." Americans share the dominant public philosophy of 
Americanism: the American Creed constituted of liberty, egalitarianism, 
individualism, populism, and laissez-faire. Those who do not share these 
values are denounced as "un-American." Anti-statism is deeply embedded in 
the American political system, which favors the division of power over a strong 
centralized government, enabling the dominance of laissez-faire liberal values. 
The two major political parties, Republican and Democratic, are both 
susceptible to populist movements and share the fundamental American values 
of individualism and egalitarianism, leaving little room for political parties 
based on other ideologies. Any political movement that appears to fall outside 
this set of values can easily be opposed by stressing its un-American 
character.56 

Lipset's theory is tempting as it seems to explain many different 
exceptional aspects of American society, ranging from a relatively weak labor 
movement and the absence of national health insurance to a strong movement 
in support of the right to bear arms and the undying faith in religious 
revivalism. However, by placing the United States at the opposing pole in 
comparison to other western industrialized nations, differences are 
overemphasized while similarities are overlooked. For example, nineteenth 
century Great Britain also had a strong tradition of laissez-faire liberal values, 
but did nevertheless develop into a centralized welfare state.57 Moreover, there 
are too many exceptions in the history of American social policy itself which 
undermine the anti-statist argument. In spite of the popular belief in anti-
statism, comprehensive social policy programs were established in the United 
States such as the Civil War pensions in the nineteenth century and Aid to 
Families with Dependent Children (AFDC) and Medicare and Medicaid in the 
twentieth century. 

55 Roy Lubove, The Struggle for Social Security, 1900-1935 (Cambridge, 
Massachusetts: Harvard University Press, 1968), 1-5. 

56 Seymour Martin Lipset, Continental Divide: The Values and Institutions of the 
United States and Canada (New York: Routledge, 1990), Chapter 2, 19-41; Lipset, 
American Exceptionalism, Chapter 1, 31-52. 

57 Skocpol, Social Policy in the United States, 16. 
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In his book The Democratic Wish, James A. Morone tries to explain this 
contradiction between anti-statism on the one hand and expanding government 
programs on the other by viewing the exceptions as the result of the 
"democratic wish." In addition to the fear of a strong centralized government, 
Americans share a "yearning" for communal democracy - "the direct 
participation of a united people pursuing a shared communal interest."58 The 
wish for collective action leads to the establishment of large public programs. 
Once these institutions and programs are growing into bureaucratic 
institutions, the fear of a strong centralized government curtails the actions of 
these programs. In the case of health care policy, as Morone argues, the 
contradiction was solved by channeling public action through private behavior. 
As Morone explains: "Politicians eager to legislate popular health care 
programs were provided uncontroversial options that reinforced the power and 
autonomy of the [medical] profession. The result made it easy to ascribe power 
to the industry and its lobbyists. Even a cursory history of American health care 
policy demonstrates the repetition of a political pattern: the ceding of public 
authority to the medical profession."59 

Without dismissing the arguments of Lipset and Morone altogether, Jill 
Quadagno adds race as a "key ingredient" in the development of the American 
welfare state. As she argues, with the initial exclusion of agricultural workers and 
domestic servants from the Social Security Act of 1935, racially-segregated 
programs were established, leading to separate welfare states in the North and the 
South. In this way, the Roosevelt administration could maintain the support of the 
conservative Southern Democrats.60 Race has undoubtedly been neglected in the 
history of national health insurance in the United States. Throughout the 
twentieth century, organizations such as the NAACP (National Association for 
the Advancement of Colored People) and the National Medical Association 
(the African-American counterpart of the AMA) have supported national 
health insurance. A national health insurance program could also change the 
racial relations in the South. The implementation of Medicare, for example, 
forced hospitals in the South to desegregate.61 Moreover, a disproportional 
large number of Medicaid recipients and the uninsured are ethnic minorities. 
Although race cannot explain American health care policy alone, racial 
inequality does have its influence on the national health insurance debate and 
should therefore not be ignored. 

58 Morone, Democratic Wish, 5. 
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Finally, American exceptionalism ignores the distinctive cultural and 
political histories of other western nations. By making America the exception, 
other western nations are grouped together under a single rule of uniformity, 
without recognition of the fundamental social and cultural differences of origin 
and development between those nations. In Germany, national health insurance 
was enacted in 1883 to counter the political threat of socialism and to maintain 
social control by providing basic economic security to the working 
population.62 The British National Health Service was enacted in 1948, after 
the experience of World War II made the establishment of a comprehensive 
centralized welfare state politically acceptable.63 In France, national health 
insurance was first introduced in 1930 when the state took over the previously 
privately run sickness funds for workers, yet it was not until the 1970s that the 
disabled, widows, and other uninsured were included.64 In the Netherlands, 
national health insurance was enacted in 1941, or, as one writer aptly phrased, 
"rolled in with German tanks during World War II." Attempts to enact 
national health insurance before the German occupation had met strong 
opposition of the medical profession, resulting in the 1930 law that merely 
provided for income compensation during sickness.65 These diverse histories 
are exceptional in their own right and force us to question the validity of a 
general rule to which America is assumed to be the exception. 

CONSIDERING THE OPTIONS 

As argued earlier, theories of American exceptionalism do not provide 
satisfactory explanations for the absence of national health insurance in the 
United States or for the American preference for the extension of medical care 
instead of universal coverage. Does this mean that American cultural values 
should altogether be ignored? Even though cultural values do not explain the 
assumed American exception, the notion that America is an exception is real 
and has a strong influence on debate. The opponents to national health 
insurance claim that America is exceptional in having the best medical care in 
the world. The advocates, on the contrary, claim that America is exceptional in 
having the relatively largest number of uninsured citizens among western 
welfare states. Even Daniel Fox, cynical when it comes to American 
exceptionalism, poses the hypothesis that "American ideology and politics 
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made it easier for government to finance increases in the supply of medical 
care than to address inequities in demand for it."66 

Even though (or perhaps because) national health insurance was never 
enacted, it continued to be a strongly debated issue throughout the twentieth 
century. From the start, the comparison to Europe and later Canada played a 
crucial part in the debate, enabling the claim that national health insurance is 
either un-American or - in an adapted way - uniquely American. The claim 
that national health insurance is un-English, un-French, or in fact typically 
Dutch is much harder to make. Not only the opponents but also the advocates 
of national health insurance have used so-called American values to justify 
their position. Both sides have tried to mobilize political power through 
rhetoric of personal interest, emphasizing the "Freedom of Choice" as a 
uniquely American value in the debate on this public issue. The personal 
interest is important, as a majority of the Americans support the public 
objective of universal coverage as long as the quality of their personal health 
care is not jeopardized. The social and economic aspects of American health 
care may have drastically changed during the course of the twentieth century, 
the rhetoric of the national health insurance debate has remained unchanged. 

In his study American Exceptionalism, Seymour Martin Lipset argues that 
the European welfare states reflect "the values of noblesse oblige, the 
obligation of the leaders of society and the economy to protect the less 
fortunate."67 Lipset fails to recognize the difference between social insurance 
and social welfare. While social insurance is based on compulsory insurance, 
increasing the economic security of the working population through employer 
and employee contributions, social welfare is based on relief, supplied only to 
those who are eligible. In most European welfare states the original programs 
were for the lower-income working population, for workers and their families 
only, not the poor. Coverage was later extended to include the entire uninsured 
population.68 In the United States, on the contrary, the working population was 
first covered by private, employer-based health insurance. The policymakers 
subsequently focused on those Americans who were the least likely to be 
insured: the elderly and the welfare poor. Basically, Lipset's argument can be 
turned around. While in European nations government health insurance was 
initially based on occupational success (only workers were included), American 
government health insurance provides health insurance coverage for the 
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67 Lipset, American Exceptionalism, 35. 
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assumed deserving needy only. The elderly are considered to be deserving by 
age. The welfare poor and medically indigent "deserve" government assistance 
when they meet the eligibility rules. The notion of noblesse oblige can thus be 
more easily applied to the American system of providing assistance to those 
who are considered to be deserving than to the social insurance and social 
welfare systems in other western welfare states. 

The distinction between social welfare and social insurance becomes clear 
in the "social division of welfare" theory of Richard Titmuss. In accordance 
with the logic of industrialism approach, Titmuss argues that industrialization 
has made the majority of the population dependent on wage labor - thus more 
vulnerable. The welfare state has been established to protect the individual 
against this vulnerability through several "methods" of welfare, which all share 
the aim to protect all citizens against the insecurity of modern industrial 
society, not only the "visible poor." Along with social welfare (benefits 
provided directly by the state), the social services of the welfare state include 
fiscal welfare (benefits through tax deduction) and occupational welfare 
(benefits for employees provided by the employer, often indirectly subsidized by 
the state). Even though these benefits are not as "visible" as the benefits for the 
poor, together they form the "real" world of welfare.69 

In the same manner as Richard Titmuss includes social, fiscal, and 
occupational welfare within his definition of the welfare state, the perception of 
"national health insurance" in the United States should include all forms of 
health insurance. In addition to those covered by Medicare and Medicaid (the 
most visible government health insurance programs in the United States), a 
large portion of the American population is covered by subsidized private and 
employer-based insurance. This system of indirect government subsidies is part of 
what Edward D. Berkowitz lias defined as "the American model for social policy: 
the privately controlled behavior."70 Such a combination of private and 
governmental health insurance is not "exceptionally American" in itself. Most 
western welfare states combine private and government health insurance programs. 
Again, the American exception is not the absence of national health insurance, but 
the absence of universal coverage, leading to a relatively large group of uninsured 
Americans. 

With the exception of a few medical nihilists, most policymakers, 
politicians, and scholars view the promotion of health services as a positive 
development for the benefit of the public good. In the debate on national health 
insurance, the desirability of high quality health care in itself is not questioned. 
Instead the question is whether governmental programs will endanger or, quite 
the opposite, promote the quality of health care. While the opponents to 

69 Richard M. Titmuss, "The Social Division of Welfare: Some Reflections on the 
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national health insurance argue that the American medicine is the most 
advanced and simply the best in the world, the advocates emphasize that the 
absence of a comprehensive national health insurance program constitutes a 
lack of quality, at least for the large group of uninsured and underinsured 
Americans. 

Throughout the twentieth century, the American federal government has 
designed policies to promote the availability and quality of medical care, with 
an emphasis on acute care. Daniel Fox recognizes two different strategies in 
policy: the first influencing the supply of health services (the extension of 
medical care), the second influencing the demand for care (the extension of 
health insurance coverage).71 This distinction is important, because throughout 
the national health insurance debate, the tension between these strategies has 
influenced the outcome. All efforts to enact a national health insurance 
program also included plans to extend medical care. In the end, the extension 
of medical care has been repeatedly preferred to the extension of coverage. 

In addition to the strategies of influencing the supply of and demand for 
health care, Lawrence D. Brown recognizes strategies to influence the 
organization of health care and the behavior of health care providers: 
1. Supply of health care and resources. The federal government subsidizes medical 

research and education, public health services, and the construction of hospitals. 
Most notable examples are the establishment of the National Institutes of Health 
in 1930 and the Hill-Burton hospital construction program of 1946. 

2. Demand for health care. The federal government enacts health insurance 
programs to assist in the payment of medical care, including Medicare and 
Medicaid. 

3. Organization of health care. The federal government promotes and funds 
certain forms of group practice such as Health Maintenance Organizations 
(HMOs). 

4. Behavior of health care providers. The federal government tries to contain 
health care costs through Professional Standards (PS), Rate Setting (RS), and 
Prospective Payment System (PPS) programs. 

As Brown argues, these strategies appeared in chronological order: the first two 
from the 1930s to the 1960s in an attempt to extend health care services and 
insurance coverage, the second two in the 1970s and 1980s in an attempt to curtail 
rising health care costs. 

Historians of national health insurance have primarily focused on the second 
strategy, and predominantly on the relatively marginal success of the American 
federal government to influence the demand for health care. As Brown argues, "The 
European norm is universal national health insurance; in the United States the 
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major programs are Medicare (for the old, the disabled, and those in need of renal 
dialysis) and Medicaid (for the welfare poor and the medically indigent)."73 

However, subsidies and fiscal welfare schemes of the federal government to 
encourage private health insurance coverage should also be included in the strategy 
of influencing the demand for health care. Also, as stated before, not national health 
insurance in itself but universal coverage is the "European norm." Among the 
options available to American policymakers and politicians, universal coverage has 
been the first to be compromised. 

AMERICAN NATIONAL HEALTH INSURANCE 

To understand American health care policy, certain moments in its history need to 
be examined, moments when the extension of health care services and the coverage 
of certain parts of the population were favored over universal coverage. Instead of 
presenting a struggle between reformers and the medical profession, this study 
tries to see American health care policy from the early 1930s to the late 1960s 
as a series of options available to policymakers and politicians operating within 
a framework of interest groups, including labor unions and the medical 
profession. The core of this study is based on the working papers, the personal 
papers, the presidential papers, and the oral histories of the policymakers and 
politicians involved. In this way, I will try to show how and why certain 
options were chosen while others were discarded. Two decisions are central in 
this study. First, the choice for the extension of medical care instead of 
including national health insurance in the Social Security Act of 1935. Second, 
the choice to target government health insurance at the elderly and the welfare 
poor instead of the working Americans. 

In the first chapter, I will discuss the intellectual background of the 
policymakers, the development of the Committee on the Costs of Medical Care 
(CCMC), and the developments leading up to the cooperation with the 
Roosevelt administration. In the second chapter, I will focus on the work of 
President Roosevelt's Committee on Economic Security and its decision to exclude 
national health insurance from the Social Security Act of 1935. With this act, the 
foundation of the American federal welfare state was established. As the 
policymakers believed, the Social Security Act was only the beginning. Over 
time the act would be amended to eventually constitute a safety-net which 
would provide economic and social security to the entire population during old-
age, unemployment, and sickness. In the third chapter, I will describe the 
growing power of the Social Security Board, the plans to add national health 
insurance to the Social Security Act, and the preference for the extension of 
medical care to health insurance coverage. Also included is a description of the 
emergence of private, employer-based health insurance. 

73 Brown, Health Policy in the United States, 2. 
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In the fourth chapter, I will discuss the decision of the social security 
policymakers to let go of a universal program and focus on hospital insurance 
for the elderly and the welfare poor instead. This change of strategy occurred 
around 1951 and is a crucial turning point in the development of American 
national health insurance. In the fifth chapter, I will discuss the enactment and 
the implementation of Medicare and Medicaid, particularly focusing on the 
distinction between social insurance for the elderly and social welfare for the 
poor. Special attention will be given to the role of the American Hospital 
Association (AHA) and Blue Cross/Blue Shield. In the sixth chapter, I will 
discuss the "hidden agenda" of the policymakers to extend the coverage of 
Medicare and Medicaid to eventually include all uninsured Americans. 
Contrary to their own public claims that Medicare and Medicaid would not 
lead to any system of national health insurance, the policymakers clearly 
intended to expand the programs to include those of the population who were 
not insured through private and/or employer-based health insurance. However, 
the costs of these programs, particularly Medicaid, grew faster than was 
anticipated. The programs were no longer seen as solutions but rather as the 
source of a new problem: the acceleration of health care costs.74 This study ends 
in the late 1960s, when the focus in health care policy shifted from extending 
medical care and insurance coverage to cost containment. 

Initially my research was started to understand why a national health 
insurance program was never enacted in the United States of America. Instead, 
the question has become how and why the contemporary health care system of 
combined government and private programs has developed. The answer to the 
latter question, of course, also implies an answer to the first one. Choices made 
in the past do influence the choices made today. The American system should 
not be seen as an exception but as one of the diversities among western welfare 
states. Ideally, this study would also include in-depth descriptions of the 
choices that led to the other western health care systems. Recognizing that 
America is not an exception means also recognizing the differences among 
other western welfare states. In the end, the American experience is not the 
exception to the rule, but an experience that challenges the rule. 

74 Marmor, Political Analysis and American Medical Care, 149. 



I: THE EARLY YEARS 

National health insurance arrived on the American political scene during the 
first two decades of the twentieth century. At that time, the belief in its 
inevitability was dominant. No one seemed to doubt, both advocates and 
opponents, that the United States would eventually follow the example set by 
European nations. First addressed in 1904 by the Socialist Party, national 
health insurance was soon included by former President Theodore Roosevelt in 
his Progressive Platform of 1912. By 1915, the American Association for Labor 
Legislation (AALL) was so convinced that national health insurance would be 
"The Next Great Step in Social Legislation" that it printed this conviction as 
slogan on its stationary. Even the American Medical Association (AMA), 
which later would become the most vocal opponent to national health 
insurance, cautiously supported the study of possible insurance schemes to 
protect the American worker against the costs of sickness and medical care.1 

Over the years, national health insurance has become a synonym of 
universal coverage, meaning that such a program would guarantee basic health 
insurance coverage for all citizens. However, when historians state that 
Germany enacted national health insurance in 1883, Great Britain in 1911, the 
Netherlands in 1913, and France in 1928, it should be remembered that these 
government health insurance programs did not establish universal coverage in 
these nations. The programs merely provided health insurance for certain 
segments of the working population. Moreover, in Great Britain and the 
Netherlands, government health insurance did not pay for health care costs, but 
instead provided compensation for loss of income during sickness. Even though 
universal coverage was eventually established in all these nations, the timing 
differed greatly.2 

American reformers did not advocate national health insurance in the 
literal sense of the word, as they, in the words of reformer Arthur Altmeyer, 
"never dreamed of the federal government having a role at the time. That was 
considered unconstitutional and outside the purview of federal power."3 

Instead, the focus was on state legislation. With the German compulsory health 
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insurance program for the lower-income industrial workers as model, the 
AALL had designed a draft compulsory health insurance bill for states to enact. 
By 1915, 13,000 copies of the draft bill had been printed and distributed. The 
AALL welcomed national health insurance as an interesting topic to be 
studied. The draft bill revived the reform movement and the interest in the 
AALL. All over the country, committees were established to study the draft 
bill. In several states, bills based on the AALL blueprint were introduced. In 
New York and California, health insurance legislation came close to being 
enacted. The movement went so well that reformer Isaac Rubinow stated: "One 
almost begins to feel that it is growing too fast."4 

Rubinow's fear came true when toward the end of the 1910s the 
movement indeed slowed down. What exactly triggered this loss of momentum 
is not clear. Perhaps the reformers had expected too much of the revived 
interest and had underestimated the already existing opposition to national 
health insurance. Moreover, there were several different opponents. First, the 
insurance industry had opposed the AALL bill because it included funeral 
benefits, which would mean the loss of a profitable business. Second, the labor 
unions were either ambivalent about or simply against national health 
insurance. While the United Mine Workers supported the principle of social 
insurance, Samuel Gompers, president of the American Federation of Labor 
(AFL), considered national health insurance to be a paternalistic measure. It 
would not only enable the state to take over the role of the labor union as 
provider of social benefits, but could also undermine labor's power in collective 
bargaining.5 Finally, the medical profession began to fear that national health 
insurance would endanger their income and their professional autonomy. 
Moreover, as Daniel M. Fox has pointed out, the medical profession objected to 
the possible reorganization of medical care into hierarchies that would be 
dominated by specialists. 

At the end of the 1910s, the growing opposition to national health 
insurance had been enhanced by the American participation in World War I 
and by the Russian Revolution. With the outbreak of the war, national health 
insurance became "a dangerous device, invented in Germany, announced by 
the German emperor from the throne in the same year he started plotting and 
preparing to conquer the world."7 The Red Scare following the Russian 
Revolution of 1917 added credibility to the claim that national health insurance 
was an un-American menace to the public health. One of the most effective 
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arguments in favor of national health insurance - namely the successful 
precedents in Europe - lost its appeal. As Roy Lubove states, "The historical 
experience in Europe served as the only counterargument, but it was dismissed 
as invalid because of the uniqueness of American civilization and was used to 
discredit social insurance as an alien importation."8 By 1918, only the AALL 
continued to believe that "there is a strong and rapidly growing demand for 
insurance against sickness."9 

THE AALL AND THE "MATERNALIST" WELFARE STATE 

Founded in 1906, the AALL was a male dominated organization with strong 
roots in the Progressive movement. The AALL believed that through labor 
legislation poverty could be reduced, providing the workers with better 
circumstances at work and at home. Moreover, the AALL was predominantly 
an academic organization. Many of its members had studied abroad in 
Germany. The AALL leadership consisted of professors from Columbia, 
Princeton, Wisconsin, and Yale. As a self-acclaimed objective and scientific 
organization, the AALL did not represent a particular political movement, but 
did advocate actual social insurance policy such as workmen's compensation 
and compulsory health insurance for the working population. Its ideal (and 
rather paternalistic) picture of the American worker was the male breadwinner 
providing for his family in a working day consisting of three eight-hour shifts: 
"Eight hours for work! Eight hours for sleep! Eight hours for home and 
citizenship!"10 The ideal woman was (not surprisingly) expected to be the 
homemaker who took care of the children and provided a safe haven for the 
American worker to come home to. 

The opponents to national health insurance recognized that the AALL 
leadership consisted of an academic elite. During the debate on the New York 
compulsory health insurance bill, the opposition, led by lawyer-physician John 
JA. O'Reilly, charged: 

Behind this Bill is an organization called the American Association for Labor 
Legislation, MADE IN GERMANY as part of the Infamous Kultur and imported to 
this Country by a Russian disciple of Bolshevism and I WON'T WORKISM; its Board 
of Officers contain the names of Hysterical men and women and vicious men and 
women who have no knowledge of or sympathy with the needs of the working 
people and who believe that the working man does not know what is good for him 
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and THEY DO and they are willing to take lucrative positions under the [compulsory 
health insurance bill] to do him good and to DO HIM - good. 

The AALL's movement for labor legislation did indeed fail to bridge the gap 
between the academic reformers and the American workers, thereby missing 
the support of a potentially powerful partner, the American labor movement. 
As stated earlier, the American Federation of Labor (AFL), which represented 
predominantly white male skilled workers, preferred voluntarism to state 
intervention. As AFL president Gompers believed, the AALL reformer used 
"rhetoric of disinterested benevolence," which "disguised a struggle for power 
between him and self-proclaimed friends of the working class." 

In addition, a broad-based labor movement was absent in the United 
States. Enhanced by the American myth of a classless society, ethnic 
background and regional ties proved to be stronger than the common identity 
of being working class. Other groups demanding social legislation filled this 
vacuum. As Theda Skocpol explains, "During a period when intellectuals and 
workers' organizations could not work together to launch a paternalist U.S. 
welfare state, intellectuals and grassroots women's groups were able to 
cooperate to extend motherly concerns into new public programs claimed to be 
for the good of the entire nation."13 Subsequently, while in Europe social policy 
was focused on increasing the economic security of the male workers and their 
families, in the United States social policy was aimed at women and children. 
This American preference for a, in Skocpol's definition, "maternalist" welfare 
state to a paternalist welfare state reflected the distinction between social 
welfare and social insurance. Benefits as widow's pensions were based on 
social welfare, providing economic security to the "deserving poor" who - due 
to circumstances beyond their own control - could not provide for themselves. 
Social insurance programs such as workmen's compensation and compulsory 
health insurance, on the contrary, were attempts to prevent poverty before it 
had stricken. 

The question arises whether or not the emergence of a maternalist welfare 
state obstructed the AALL's objective of establishing a paternalist welfare state. 
As historian Charles Noble has suggested, "maternalism may have actually 
helped undermine efforts to establish a European-style welfare state in the 
United States."14 However, maternalism merely filled in some of the gaps that 
paternalism failed to cover. Even though the maternalist welfare state did 
increase the economic security of (arguably a small number of) women, it also 
reaffirmed the paternalistic ideal of the non-working mother. The maternalist 
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and paternalist welfare states did not contradict each other. In fact, the 
maternalist welfare state could have complemented the paternalist welfare state 
(if the latter had been established) by providing public assistance to those 
women and children who, due to the absence of a working male in their lives, 
were not protected by the social insurance programs targeted at the male 
workers and their dependents. In that perspective, the maternalist welfare state 
was not an alternative for the labor legislation advocated by the AALL, but 
merely a moderate attempt to achieve the "ideal" paternalist welfare state. 

The importance of the emergence of this moderate maternalist welfare 
state, however, should not be underestimated. First, the emphasis on mothers 
and children led to the establishment of the U.S. Children's Bureau in 1912. 
With this bureau, led by female federal officials, the influence of the federal 
government in public welfare and health increased. Second, the maternalist 
welfare state enhanced the preference for subsidizing the supply of medical 
care instead of introducing a system of social insurance. In the battle to fight 
infant mortality, for example, the improvement of public health services 
promised to be far more effective than the possible establishment of a national 
health insurance program. The influence of the maternalist welfare state is best 
shown by the Sheppard-Towner Infancy and Maternity Protection Act of 1921, 
one of the first major public health programs based on federal funding.15 Even 
though the act eventually proved to be temporary when federal funding was 
discontinued in 1929, it strengthened the position of the Children's Bureau as a 
permanent federal agency. Moreover, the act reaffirmed the belief that the role 
of the federal government should be limited to the funding of the supply of 
medical care targeted at "deserving" mothers and young children only, instead 
of providing any form of (preventive) economic security to the American male 
worker. In addition, the eventual fate of the Sheppard-Towner Act shows that 
the opposition (most vocally by the medical profession as represented by the 
AMA) was not only based on a preference for voluntarism and non
governmental intervention, but also on gender and how medical care was 
organized. As Walter Trattner has pointed out, the final defeat of the act in 
1929 was largely due to "a virulent campaign against the measure by the 
medical profession which sought (successfully) to wrest control of infant and 
maternal health from female-run public clinics and place it, instead, in the 
hands of private, male physicians."16 In other words, the medical profession did 
not only oppose the increasing governmental influence on the provision of 
medical care, but also the resulting reorganization of medical care from private 
practice to public clinics and the increasing influence of non-medical 
professionals such as public health officials. 
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T H E WISCONSIN IDEA AND THE N E W YORK REFORMERS 

The movement for national health insurance during the first two decades of the 
twentieth century was predominantly an intellectuals' movement. There were 
no grass-roots organizations, nor representatives of workers who advocated 
such legislation. The movement was based on two intellectual centers, which 
can be described as "schools." The first was formed around the labor 
economists of the University of Wisconsin, the second around the reformers 
and social workers in New York City. Both schools believed that through 
cooperation between the different social partners - employers, workers, and 
government - labor legislation could be enacted which would improve the 
conditions of the American worker without destroying the capitalist economy. 

A central figure of the Wisconsin school was John R. Commons, the 
legendary economics professor from the University of Wisconsin. A whole 
generation of social security experts, including Arthur Altmeyer and Edwin 
Witte, was inspired by this "modern Socrates," in spite of the complaints that 
his lectures were often incomprehensible or plain boring. Future leaders in 
social security would get together at Commons' Friday night meetings where 
they discussed new ideas and began lasting friendships. Wilbur Cohen and 
Herman Somers, for example, who later would 'become Medicare specialists, 
defined themselves as "proud Friday Nighters."17 Professor Commons could be 
seen as the embodiment of the so-called Wisconsin Idea, a term introduced by 
Charles McCarthy in 1912. The Wisconsin Idea was based on the belief that 
society had the moral obligation to promote the well-being of all its citizens. 
All resources, including the university, were to be used to obtain that objective. 
The Wisconsin school placed the strongest emphasis on prevention. Social 
insurance should prevent poverty, instead of providing relief after poverty had 
stricken. To achieve this goal, a strong cooperation between government, 
academia, and business was needed, working together in industrial 
commissions, the so-called "fourth branch of government." These commissions 
would stand above politics, using scientific research to provide objective 
solutions to problems arising out of industrialism. Even though national health 
insurance was within the realm of interest (together with John Commons, 
Arthur Altmeyer had published a study on compulsory health insurance in 
1919), the Wisconsin school's main focus was on workmen's compensation 
during unemployment.18 
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The founding fathers of the Wisconsin Idea, including Commons and 
Richard T. Ely, tried to apply their theories to the contemporary political and 
economic situation. As Arthur Altmeyer explains: 

None of these men ... disregarded theory or the historical approach, but they did 
believe very strongly that theory and history should be put to work in the solution 
of present-day problems. They believed in observing and analyzing the behavior 
of individuals and institutions under actual conditions; and on the basis of this 
observation and analysis they did not hesitate to make value judgments and 
suggest changes in - or propose the creation of - social institutions which would 
better promote the general welfare.19 

As a result, Wisconsin became one of the first American states to enact ground
breaking social security legislation, such as the workmen's compensation act of 
1911 and the unemployment compensation act of 1931. In the true spirit of the 
Wisconsin Idea, professor Commons and his students had actively been 
involved in the drafting of the latter bill. 

While the social security experts of Wisconsin were economists, the New 
York reform movement consisted predominantly of social workers. Since the 
turn of the century, social work was going through a professionalization 
process. Encouraged by organizations such as the Association for Improving 
the Condition of the Poor and the National Council of Charities and 
Correction, social workers began to set standards for education and actual 
practice. The New York poor were no longer "charity cases" but became "case 
studies." Important New York social workers included Homer Folks, John 
Kingsbury, and Harry Hopkins. They exchanged ideas and studies through Paul 
Kellogg's magazine Survey. As historian Clarke A. Chambers, Paul Kellogg's 
biographer, has described: "Such was the spirit in those years - guidance for 
skilled social service, a crusade for industrial justice, a move beyond preventive 
programs to constructive community measures." 

The distinction between social insurance and public assistance was 
reflected in the difference between the Wisconsin and New York school. While 
the Wisconsin social security experts focused on social insurance programs 
such as unemployment insurance, the New York reformers placed a stronger 
emphasis on public assistance programs. However, there was also an important 
similarity. The reformers of both schools approached their work in a scientific 
and professionally objective manner. In addition, the Wisconsin social security 
experts and the New York reformers were no strangers to each other, as they 
worked closely together in the AALL and similar organizations. Since both 
schools were relatively small, the professionals met each other regularly and 
some of them even considered each other friends. Moreover, their presence had 
a strong influence on the labor legislation in their home states. Both Wisconsin 
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and New York State were forerunners in labor and social legislation. As Arthur 
Altmeyer has stated, "One cannot help, if he compares the development of 
social legislation in Wisconsin and New York, but be struck by the fact that 
both states adopted the same sort of legislation at approximately the same 
time."21 When in 1932 the governor of New York, Franklin D. Roosevelt, was 
elected president of the United States, the influence of the Wisconsin and New 
York intellectuals would reach beyond their home states and form the basis of 
federal social policy on national level. 

THE AMERICAN MEDICAL ASSOCIATION 

Another group of professionals that became more active on national level at the 
beginning of the twentieth century was the American Medical Association 
(AMA). When in 1847 the AMA was founded by a small group of prominent 
physicians gathered in Philadelphia, they could not have envisioned the 
AMA's future political influence. At that time, American medicine was still a 
free and unprotected non-profession with practically no legal status. The 
physicians' main objectives were improving medical education and setting 
standards of practice, thereby organizing the profession and reducing quackery. 
Physicians were spread out all over the continent, and in nineteenth century 
America, local governments differed from state to state, making the 
organization of a profession a slow and difficult process. At the turn of the 
century, however, the situation started to change. As the importance of 
American national politics grew, the AMA began to make its voice heard. As 
James Burrow has pointed out, "the AMA moved from political obscurity in the 
nineteenth century to carry through a major internal reorganization early in the 
twentieth, and to identify itself with the dynamic reform forces of the 
Progressive Era."22 During the first two decades of the twentieth century, the 
AMA supported - though often reluctantly - the increasing influence of the 
federal government in issues of public health, medical education, licensing 
physicians, and drug regulation laws. American medicine needed to be 
authorized and by governmental recognition the AMA could become the 
"official" mouthpiece of the medical profession. Gradually, more and more 
physicians joined the AMA and by 1920, sixty percent of the physicians was 
registered as member, thereby providing the AMA with the power of being 
"organized medicine."23 

21 Altmeyer, "The Wisconsin Idea and Social Security," 21. 
22 James G. Burrow, AMA: Voice of American Medicine (Baltimore: Johns Hopkins 

University Press, 1963), 394. 
23 Burrow, AMA: Voice of American Medicine; Oliver Garceau, The Political Life of 

the American Medical Association (Handem: Archon Books, 1941 ); Elton Rayack, 
Professional Power and American Medicine: The Economics of the American 
Medical Association (New York: The World Publishing Company, 1967). 
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In theory, the formal structure of the AMA was based on democratic 
principles, modeled after the American political system of federalism. County 
physicians were united in local and state medical societies to which the AMA 
functioned as umbrella organization. Not the individual members, but the local 
governing bodies sent representatives to the AMA House of Delegates, the 
association's official legislative power. In practice, however, both the 
legislative and executive power were controlled by the AMA Board of Trustees. 
The House of Delegates met once annually, and in the remaining time, the 
Board of Trustees exercised its power by open mandate. During the first 
decades of the century, the ruling minority of the AMA did not shy away from 
rather devious tactics to maintain unity within the profession. Due to the 
AMA's strong influence in the education and licensing of the individual 
physician, openly opposing the association's official policies could mean 
professional suicide. The silencing of oppositional voices within the 
organization does not mean that the AMA did not represent the majority view 
of the physicians. Most AMA members showed little to no interest in active 
participation and left political questions up to the leaders of the association. 

After the short period of cooperation with the AALL in the study of 
compulsory health insurance, the AMA soon became opposed to national 
health insurance. Since 1920, the AMA had officially opposed any form of 
compulsory health insurance "provided, controlled, or regulated by any state or 
the Federal government."25 By 1934, the anti-insurance sentiment had been 
deeply embedded in the official policies of the AMA. At that year's annual 
session of the AMA House of Delegates, AMA president-elect Walter Bierring 
expressed the fear that the medical profession was subject to a severe attack: "It 
is sad to relate, that mighty forces have been at work to sow the seeds of 
discontent in the ranks of organized medicine and to destroy the faith in that 
leadership which is based on the sacred traditions of sacrifice and devotion to 
the idealism of medical service."2 

Historians have explained the AMA's reversal of position from supporting 
the AALL's studies to rigid opposition to national health insurance by pointing 
out that by the 1920s the AMA had completed its task of reforming medical 
education. As a result, the more "academic" physicians became less involved in 
organized medicine, leaving the field open for more "pragmatic" physicians to 
guard the medical profession's economic interest. Elton Rayack disagrees: 
"The favorable attitude of the AMA toward health insurance prior to 1920 was 
essentially a reflection of the efforts of a very small number of influential 

24 A highly charged account of the AMA's tactics can be found in James Rorty, 
American Medicine Mobilizes (New York: Norton & Company, 1939). 

25 As quoted in Numbers, Almost Persuaded, 105. 
26 "Proceedings of the Cleveland Session: Minutes of the 85th Annual Session of the 

American Medical Association, held at Cleveland, June 11-15, 1934, Journal of 
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leaders, particularly Dr. [Alexander] Lambert and Dr. [Isaac] Rubinow."27 

However, as will be shown further on in this study, the tension between the 
specialists working in the hospital or medical school and the private 
practitioner strongly influenced the position the AMA. Even though the 
specialists did not favor national health insurance, they were less opposed to 
governmental intervention than the private practitioners were. The latter group, 
who dominated the AMA, opposed national health insurance not only out of 
economic interest, but even more out of the fear that such a government 
program would reorganize medical care and make the hospital the center of the 
profession. 

An important factor in the unifying and strengthening of the AMA was 
the establishment of the Journal of the American Medical Association in 1883. 
An AMA brochure of 1940 defined the expansion of the AMA as "growing 
with the Journal.'" "In fact, prior to 1883 the Association was not active except 
during the few days of the annual meetings."28 Most important, the Journal 
was, in James Burrow's definition, "the AMA's most reliable breadwinner," 
providing the AMA with a dependable source of income and with a powerful 
voice. The main man behind the Journal was its editor Morris Fishbein, who 
conducted an almost personal crusade against national health insurance. Unlike 
the AMA's officers who rotated annually, Fishbein remained in function as the 
Journal's editor for more than two decades, being largely responsible for its 
prevailing anti-insurance sentiment. Fishbein's influence within the medical 
profession was notorious; some even referred to the AMA as the American 
Fishbein Association.29 There was however no doubt in Fishbein's mind that he 
did represent the true voice of American medicine. When he and the Journal 
were attacked for not representing the majority view of the medical profession, 
Fishbein replied: "If it does not, then the Congress and the Senate and the 
President of the United States do not represent the people, because the 
American Medical Association has been since 1901 organized and conducted 
on a strictly democratic representative basis."30 

Over the years, national health insurance advocates (including those who 
eventually would work for the federal government) viewed the medical 
profession as their main opponent. As Isaac Rubinow remembered, "the 
national administration of the American Medical Association which, in the 

27 Numbers, Almost Persuaded, 114; Rayack, Professional Power and American 
Medicine, 143. 

28 American Medical Association, The Home of the American Medical Association 
(Chicago: American Medical Association, 1941). 

29 Milton Mayer, "The Rise and Fall of Dr. Fishbein," Harper's Magazine 
(November 1949): 76-85. 
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Political and Social Science, 1934), 88-101. 
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beginning, was at least mildly objective, rapidly adjusted to what appeared to 
be the profession's attitude and their powerful Journal of the AMA has 
remained a bitter opponent."31 Since the AMA was the most vocal of all 
opponents, this view was easily reaffirmed. However, other groups may have 
been less vocal than the AMA, that does not mean that they were in favor of 
national health insurance. In fact, only a small group of intellectuals advocated 
national health insurance, and they viewed the issue more as a scientific 
problem to be solved objectively than as a political program to be enacted. 

THE COMMITTEE ON THE COSTS OF MEDICAL CARE 

In 1927, a group of fifteen economist, physicians, and public health specialists 
established the Committee on the Cost of Medical Care (CCMC). Soon the 
word "Cost" was changed to "Costs" to emphasize that the CCMC focused on 
the larger field of medical care, not on the private practitioner alone. The name 
also reflected the importance of medical care as solution to the problems of 
public health.32 Financed by six private organizations, including the Milbank 
Memorial Fund and the Julius Rosenwald Fund, the CCMC planned a five-year 
research program to, as one of its publications stated, "provide a diagnosis of 
the ills in the present economic organization of medicine."33 Chaired by Ray 
Lyman Wilbur, at that time secretary of the interior, the committee consisted of 
fifty specialists in medicine, public health, economy, and social work, 
including Michael M. Davis, Homer Folks, George E. Follansbee, Walton 
Hamilton, Edgar Sydenstricker, AMA secretary Olin West, and C-E.A. 
Winslow. By 1932, the CCMC had published twenty-eight reports, together 
representing a comprehensive empirical survey of the occurrence of sickness, 
the public access to medical facilities, and the way medical care was financed. 

In 1929, Isidore S. Falk, a bacteriologist, joined the CCMC as executive 
secretary of the research staff.34 Falk had worked with professor Winslow at 
Yale University before accepting a position at the University of Chicago. Just a 
couple of weeks before he started working for the CCMC, Falk became 

31 LM. Rubinow, The Quest for Security (New York: Henry Holt and Company, 
1934), 114. 

32 As Paul Starr has pointed out, if the CCMC had been established during the 
Progressive era, its name would probably have been the Committee on the Costs of 
Illness. Paul Starr, The Social Transformation of American Medicine : The Rise of 
a Sovereign Profession and the Making of a Vast Industry (New York: 
BasicBooks, 1982), 261. 

33 LS. Falk, C. Rufus Rorem, and Martha D. Ring, The Costs of Medical Care, 
Publications of the Committee on the Costs of Medical Care No. 27 (Chicago: 
Chicago University Press, 1933), 578. 

34 hi most cases, both in primary documents and secondary literature, only the initials 
of Falk's first and middle names are mentioned. When referring to Falk, I will do 
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involved in a small scandal. After Falk had announced that he had isolated the 
virus which caused influenza, Morris Fishbein in the Journal of the American 
Medical Association questioned his findings and academic integrity. Falk 
decided to keep a low profile, since he just started his work for the CCMC. As 
he wrote Winslow, "My attitude has been to stay out of the picture so far as I 
could and to simply wait for this tempest in the teapot to quiet down."35 The 
controversy was never resolved, leaving the career of Falk blemished. Even 
though his activism and hard work was valued by his colleagues, Falk's 
reputation of having statistics "come out" his way was never cleared. As his 
colleague Barbara Armstrong stated, "I didn't want to undermine the only man 
that had charge of health insurance planning, because I care more about health 
insurance than I did about swatting Izzy [Falk]."36 Falk himself denied such 
accusations and blamed the AMA for trying to ruin his reputation. 

The CCMC tried to approach the problem of costs of medical care in a 
scientific and objective manner. Through extensive empirical research, the 
problem would be defined and specific recommendations for solutions would be 
presented. Even though the researchers of the individual reports had the 
freedom to write their own opinions in the reports, the Committee's final 
recommendations were to be published in a single volume with the consent of 
all members. Initially the AMA had cooperated with the CCMC, but Morris 
Fishbein doubted the committee's integrity, predominantly because the 
involvement of LS. Falk. As Fishbein would later recall: "He had written so 
much along the line that [the CCMC] felt that the only answer was nationwide, 
compulsory sickness insurance, ... you knew that was the answer that he would 
come out with."38 

In reality, the CCMC already decided in 1929 that national health 
insurance would not be included in its final report. Even the committee 
members known to favor such legislation expressed their doubts about the 
desirability and feasibility of national health insurance within the scope of the 
CCMC's studies. As the minutes of the CCMC's executive committee read: 

Mr. [Walton] Hamilton suggested that our study of insurance will not reveal 
insurance as a comprehensive solution of the problems facing the committee but 
will show its limited usefulness. If it answers anything, it answers only a part of 
our problem, he said. Doctor [George E.] Follansbee said that insurance should be 
considered as only one of several alternatives. Mr. [Michael M.] Davis suggested 

35 Falk to Winslow, 31 December 1929, Falk Papers, box 28, folder, 601, Yale 
Library. 

36 Interview with Barbara Armstrong by Peter A. Coming, 20 December 1965, 
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37 Falk to Edwards A. Park, 30 April 1948, Falk Papers, box 45, folder 293, Yale 
Library. 

38 Interview with Morris Fishbein by Charles O. Jackson, 12 March 1968, National 
Library of Medicine, History of Medicine Division, Bethesda, 68. 
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that insurance might solve the financial problem created by the uneven incidence 
of illness, but that the application of the insurance principle need have no direct 
connection with methods of medical practice. The two aspects of the question 
should be clearly differentiated. 

Two years later, CCMC staff member Alden B. Mills presented the outline for 
a possible national health insurance program to be included as an appendix to 
the CCMC final report. However, it was unanimously decided that this 
appendix should not be included. "After some discussion, it was moved, 
seconded, and carried that ... to relieve the committee of the obligation of 
including any draft of proposed legislation on compulsory health insurance in 
the final report."39 

When in 1932 the CCMC published its final report Medical Care for the 
American People, the alarming situation it depicted had been intensified by the 
economic depression. The CCMC concluded that a large part of the population 
did not receive adequate medical care: "The amount of care which people need 
is far greater than that which they are aware of needing, and greater than that 
for which they are able to pay under present conditions."40 However, the 
CCMC's final recommendations were vague on health insurance. Its majority 
report (signed by thirty-nine individuals, including seventeen physicians) 
called for a system of voluntary health insurance without explicitly 
recommending participation by the government. Instead, it stated that: "The 
Committee recommends that the costs of medical care be placed on a group 
payment basis, through the use of insurance, through the use of taxation, or 
through the use of both these methods.""1 

The final report had created a schism which would haunt the national 
health insurance debate for years. While the lay reformers supported the 
CCMC's conclusions, a minority report was signed by conservative physicians 
backed by the AMA. The reformers, including Falk and fellow advocate 
Michael M. Davis, saw themselves as a vanguard in the battle for group 
practice and compulsory health insurance. The conservative physicians, in their 
turn, believed that these laymen were on an ideological mission, trying to 
undermine the quality of medical care. As a result, the national health 

39 "Minutes of a meeting of the Executive Committee of the Committee on the Costs 
of Medical Care," 26 - 27 September 1932, Falk Papers, box 32, folder 55, Yale 
Library. 

40 The final report of the CCMC proved to be so valuable that the Department of 
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insurance debate was fixed between two rigid positions, with little willingness 
for constructive cooperation on either side. However, it is important to point 
out that the polarization of the CCMC was not merely based on the schism 
between lay reformers and physicians alone. The disagreement within the 
CCMC also reflected a schism within the medical profession itself. The 
majority report was signed by seventeen physicians, while the minority report 
was signed by eight physicians. The physicians who supported the majority 
report tended to be specialists favoring group practice; the physicians who 
supported the minority report private practitioners favoring individual practice. 
In other words, the CCMC was not so much divided on the issue of national 
health insurance, but on the issue of group versus individual practice. 

The main objection of the physicians as written down in the minority 
report was based on the reorganization of medicine. Instead of the traditional 
family doctor working in a private practice, physicians would be reorganized 
around the hospital within a hierarchy determined by science and technology. 
More important than the way how medical care would be financed was the way 
how it would be practiced. As one of the dissenting physicians explained, "We 
believe that the safe way for the future is by the development of the individual 
practice of medicine, making use of organizations where possible to eliminate 
waste and improve the sendee."42 These physicians objected to national health 
insurance because they feared that such a financial scheme would encourage 
the reorganization of medicine. That the conservative physicians felt under 
attack by the CCMC final report was not surprising, as the CCMC seemed to 
single out the private practitioner as the main problem in medical care. The 
CCMC's insistence that the current organization of medical care was the root 
of all problems implied that the private practitioner was not seen as a mediator 
but as a barrier between the patients and modern medical technology. In fact, 
the federal government was merely, in the words of Daniel Fox, "a surrogate 
enemy."43 The real enemy was the modernization of medical care, represented 
by the medical specialists working within organizations established around the 
modern hospital. 

At the National Conference on the Costs of Medical Care in November 
1932, Dr. Nathan Van Etten repeated the objections written down in the 
minority report in plain language. Group practice was the main problem: "The 
minority objects to the large medical center as projected by the majority on the 
ground of exclusion of many physicians, of oppressive competition, of big 
business technique erecting machinery which eliminates personality and 
destroys personal relations by factory forms. Mere bigness is often a liability." ' 

42 Arthur C. Christie to Falk, 3 November 1932, Falk Papers, box 31, folder 40, Yale 
Library. 
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Falk and his fellow lay reformers, however, were convinced that the dissenting 
physicians merely wanted to protect their economic interests. The physicians' 
worries were unnecessary, Falk believed, as group practice could increase the 
physicians' income and simultaneously reduce the patients' costs. "Both effects 
are obviously desirable.'"'5 Falk could just not accept that the physicians had 
other reasons to object to group practice. Regardless of whether or not their 
fears would prove to be correct, the physicians feared the modernization and 
the accompanying depersonalization of medical care. These fears seemed 
legitimate, as the CCMC was indeed trying to approach the issue in a scientific 
and objective manner. The lay reformers, most of them social scientists, tended 
to see patients as a percentage of a larger group, not as individuals. Group 
practice established around the hospital would only depersonalize medical care 
even more. Falk refused to take these objections seriously. As he wrote in the 
1933 annual report of the Milbank Memorial Fund, "The inadequate and 
conflicting recommendations of the Committee [CCMC] were further 
confounded by emotional and obstructionist outbursts from a few so-called 
leaders of the medical and dental professions."46 As Falk and his colleagues 
trivialized the physicians' fears as merely economic interest, they enhanced the 
polarization of positions in the national health insurance debate. 

Even though the American Medical Association had initially supported 
the CCMC studies, the AMA leadership decided to endorse the minority report. 
In its editorial (written by Morris Fishbein), the Journal of the American 
Medical Association attacked the CCMC final 'report with a line that has 
become a classic in the history of American health care policy. "The alignment 
is clear - on one side the forces representing the great foundations, public 
health officialdom, social theory - even socialism and communism - inciting to 
revolution; on the other side, the organized medical profession of this country 
urging an orderly evolution guided by controlled experimentation." The lines 
were clearly drawn. The words "socialism and communism - inciting to 
revolution" were often quoted to prove the AMA's antagonistic position. By 
1932 the AMA no longer valued the work of the CCMC, but denounced the 
studies as merely a waste of money. The editorial ended with a typical Fishbein 
metaphor, comparing the CCMC to a "colored boy [who] spent a dollar taking 
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twenty rides on the merry-go-round" with his "old mammy" commenting: 
"Boy, you spent yo' money but where you been?" 

In retrospect, LS. Falk blamed the medical profession for the split in the 
CCMC. As he wrote in 1977, "The course of history was to show that the 
medical leadership of the time took the wrong path at the fork in the road and 
led the nation into a morass from which, even now, more than four decades 
later, it has not yet found a way out."48 By solely blaming the AM A for the split 
in the CCMC, Falk suggested that the CCMC represented a consensus which 
was only opposed by the AMA. In reality, the CCMC majority report could 
easily be interpreted as controversial by outsiders as well. "Not only the AMA 
treated the majority report as a radical document," as Paul Starr states. "The 
New York Times headlined its front-page story 'Socialized Medicine Urged in 
Survey,' and then quoted [Ray Lyman] Wilbur as saying that medicine was on 
its way to some form of community organization and that the majority report 
was meant to keep the medical profession in control of such movements." 
Moreover, the intensified conflict can not be blamed on the medical profession 
alone. As Daniel Fox has pointed out, the lay reformers used the AMA's 
opposition to the CCMC's majority report to create the image of helpless 
reformers under attack by greedy doctors. "The myth that [the CCMC's] 
majority, innocent of any fault but idealism, were bullied by selfish leaders of 
organized medicine sustained a coterie that had enormous influence in debates 
about policy over the next twenty years."50 

THE MILBANK MEMORIAL FUND 

One of the prominent private organizations with had financially supported the 
studies of the CCMC was the Milbank Memorial Fund. Founded in 1921, the 
Milbank Fund had as objective to promote public health through a cooperation 
with the medical professionals, voluntary organizations, academic scholars, 
and public officials. Important reformers worked together to obtain this 
objective. Members of the Milbank Fund technical board included New York 
reformer Homer Folks, physician Livingstone Farrand, AMA official James 
Alexander Miller, and future surgeon general Thomas Parran. Basically, the 
different voices in the national debate were represented on the technical board 
of the Milbank Fund. 
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Initially, the Milbank Fund's main focus was on health demonstrations to 
promote the prevention of tuberculosis. As these health demonstrations needed 
to be supported by statistics, the Milbank Fund started a research division 
headed by Edgar Sydenstricker, the older brother of writer Pearl S. Buck. 
Sydenstricker had been the first public health statistician of the U.S. Public 
Health Service (PHS). In 1926 he had come to work for the Milbank Memorial 
Fund. LS. Falk, who became Sydenstricker's assistant in 1932, described him 
as "a very mild-mannered person, rather slow of speech." Most of all, 
Sydenstricker "was a scientist, every inch of him."51 The Milbank Fund's 
participation in the CCMC, however, encouraged both executive secretary John 
Kingsbury and Edgar Sydenstricker to obtain a more active role in social 
policy. Especially Kingsbury was an idealist who regarded national health 
insurance as the ultimate solution to the problems in American medical care. 
He had written extensively on the issue, including the study Red Medicine, 
which he had co-authored with Sir Arthur Newsholme. This study, written 
after a visit to the Soviet Union, undoubtedly made the more conservative 
members of the Milbank technical board uneasy. As Clyde V. Kiser explained 
the differences between John Kingsbury and Edgar Sydenstricker: 

Sydenstricker, surely no less dedicated a man than Kingsbury, chose to deal with 
the problems as a scientist rather than an activist. Evidently realizing that the 
topic was "charged with emotional dynamite," he wanted first to collect and 
analyze objective data that would be needed for guiding efforts at reform. 
Kingsbury's philosophy, on the other hand, was that of a social worker, an 
activist, and a reformer. He had a high regard for Sydenstricker's scientific 
approach and placed considerable reliance upon it. However, Kingsbury was 
impatient to get reforms started, and it was in relation to some of his activities 
that objections [among members of the Milbank Memorial Fund's technical 
board] emerged and grew.52 

Even though Sydenstricker had indeed a strong belief in the scientific and 
objective approach, his advocacy of national health insurance equaled, if not 
surpassed, Kingsbury's. However, instead of using the language of an activist 
as Kingsbury did, Sydenstricker used his professionalism to enable the 
continuation of the Milbank Memorial Fund's role in the national health 
insurance debate. 

In addition to the minority report written by the conservative physicians, 
the CCMC also included two dissenting views, written by respectively Walton 
Hamilton and Edgar Sydenstricker. They both felt that the recommendations of 
the CCMC did not go far enough. As Sydenstricker stated, "As a member of 
the Committee [CCMC], I regret that I cannot see my way clear to sign the 

51 Interview with LS. Falk by Peter A. Corning, 28 July 1965, Columbia University 
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final report of the Committee for the reason that the recommendations do not, 
in my opinion, deal adequately with the fundamental economic question which 
the Committee was formed primarily to study and consider."53 In later articles, 
Sydenstricker expanded on the reasons why he could not support the CCMC 
majority report. "The Committee apparently was more concerned with 
improvement in the quality of medical care than with the heart of the 
problem," he wrote in 1933, adding that "improvement in medical care is, of 
course, highly important but the pressing problem is making what medical we 
now have available to all people."54 Sydenstricker believed that the costs of 
medical care should be distributed over the entire population according to 
ability to pay. Even though he did agree with most of the findings of the 
CCMC, he wanted more than merely to study the facts: Edgar Sydenstricker 
wanted to make policy that could make medical care available to those who 
could not afford it. 

Even before the CCMC final report had been published, the Milbank 
technical board had come to the conclusion that the Milbank Memorial Fund's 
participation in the study of health insurance should be continued. On May 19, 
1932, professor C-E.A. Winslow (who was also a member of the Milbank 
advisoiy board) was present at the meeting of the Milbank technical board to 
inform the members about how the work of the CCMC was getting along. After 
Winslow had explained the CCMC's majority recommendations, the technical 
board agreed that medical care could be best organized around the hospital, a 
"typical American development." Only James Alexander Miller expressed a 
concern similar to the ones expressed by the minority report. As he stated, any 
plan that "would hamper the individual practitioner in building up his private 
practice and which might lessen his incentives to develop his abilities to their 
fullest extent" was a "step in the wrong direction." Similar to the disagreement 
among the CCMC members, the Milbank technical board disagreed on the 
preference for group practice instead of private practice. Nevertheless, 
unanimous agreement was reached on the scientific value of the studies and the 
need for the Milbank Fund to continue its involvement in the issue.55 

After the CCMC majority report had been published, the technical board 
of the Milbank Fund second Sydenstricker's opinion that the CCMC had been 
a "failure" or at least a "disappointment." Accordingly, Edgar Sydenstricker 
convinced the technical board to continue the study of national health 
insurance. His argument was simple: not continuing the studies which were 
started by the CCMC would be a waste of money. Up to May 1932, the 
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Milbank Fund has invested a total of $260,000 in the studies of the CCMC.56 

Moreover, Sydenstricker argued that the CCMC had not been a complete 
failure. Experts, professionals, and the lay public had been made aware that 
there was a problem, opposing views had been brought to the surface, and, 
most important, a large amount of data had been collected on which further 
study could be based. Sydenstricker suggested to continue to study national 
health insurance, resulting in "the drafting of an actual plan of a state system of 
compulsory insurance."57 Even though national health insurance was not the 
only topic of study, Sydenstricker explicitly stated that the Milbank Fund 
studies should focus on "the applicability of the insurance principle to the 
distribution of medical care." As far as Sydenstricker was concerned, national 
health insurance was the only "solution" to solve the problem of inadequate 
access and unequal distribution. One important criticism of the CCMC report 
expressed by the Milbank technical board was that it excluded the European 
experiences with national health insurance. Therefore, Sydenstricker suggested 
to send "two or three open-minded physicians" to Denmark, England, and the 
Soviet Union to study the national health insurance schemes in those 

58 

countries. 
In the 1933 annual report of the Milbank Fund, LS. Falk stated that "The 

Fund has not been content, nor would its social conscience permit it, to be 
merely a casual observer of the American scene."59 That same year, in spite of 
the disagreement among the members of the Milbank technical board, Albert 
Milbank publicly endorsed national health insurance during the Fund's annual 
dinner, prompting the New York Times to report: "HEALTH INSURANCE URGED 

BY MILBANK."60 At the dinner, Milbank explicitly explained what the Milbank 
Fund expected of a national health insurance scheme. "Sickness insurance - or 
more precisely insurance against the costs of medical care - is needed. This, as 
you know, is recommended by the Committee on the Costs of Medical Care as 
a voluntary and local measure. But, in my opinion, such insurance will not 
produce the results contemplated unless the scheme is compulsory and at least 
state-wide in scope."61 

56 "Minutes of the meeting of the Technical Board," 19 May 1932, Milbank 
Memorial Fund Records, box 11, folder 79, Yale Library. 

57 Sydenstricker to John A. Kingsbury, "Suggestions for a continuation project in 
problems of medical care," 5 December 1932, Falk Papers, box 41, folder 178, 
Yale Library. 

58 "Minutes of the meeting of the Technical Board," 18 January 1933, Milbank 
Memorial Fund Records, box 11, folder 79, Yale Library. 

59 Falk, "Annual Report [Milbank Memorial Fund]," 3 February 1934, Falk Papers, 
box 39, folder 131, Yale Library. 

60 "HEALTH INSURANCE URGED BY MILBANK," New York Times, 17 March 1933. Copy 
in Milbank Memorial Fund Records, box 25, folder 22, Yale Library. 

61 Press release Milbank Memorial Fund, 17 March 1933, Milbank Memorial Fund 
Records, box 22, folder 177, Yale Library. 
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GROUP PRACTICE OR HEALTH INSURANCE 

At a joint meeting of the College of Physicians of Philadelphia and the 
American Academy of Political Science held on February 7, 1934, the conflict 
between the lay reformers and the conservative physicians became even more 
apparent. LS. Falk read a paper written by Edgar Sydenstricker, who could not 
attend due to health reasons. In the paper, Sydenstricker questioned the role of 
the medical profession as the only authority in medical care: "The principle 
taboo which we must discard is that the provision of medical care is a 
mysterious and sacrosanct realm into which only the physician may enter and 
at whose portals all others must genuflect." While recognizing the medical 
profession's responsibility of safeguarding the quality of medical care, 
Sydenstricker emphasized that guaranteeing access to medical care was a 
responsibility of the society as a whole, not solely of the medical profession. 
The designated power to provide that guarantee would therefore be the 
(federal) government. In this point of view, the physicians should be regarded 
as merely "a necessary servant of society," subject to the public need, but also 
"given full opportunity to render his service in the best possible way."62 

Even though Sydenstricker believed the American system to be 
"characterized by a grossly unequal distribution of wealth," he recognized that 
"any program of action which may be given serious consideration at the present 
must assume the continuance of the economic system under which we now 
live." Therefore, Sydenstricker proposed the establishment of a system of 
medical care which would combine government and private medicine. Only in 
cooperation with the medical profession, a solution to the problem of medical 
care could be reached. However, he did add that, to succeed, the debate had to 
be sacred from those "peculiarly inane ... shibboleths," explicitly referring to 
Morris Fishbein's famous words "socialism and communism - inciting to 
revolution."63 

Sydenstricker presented a vision of national health insurance which would 
go further than the European systems and which would also combine the 
insurance principle with the already existing American public health services. 

The great majority of the people - those who earn their livelihood in the 
American way of living and who want to pay for their medical care - are not in a 
position to budget individually the unpredictable costs of medical care. ... For this 
class, the principle of insurance must be combined with a program of public or 
state medicine. We should go beyond the health insurance systems of Great 
Britain and Europe which provide medical care to employed individuals only, and 
we should go further than to provide public medical service for infants, children, 

62 Edgar L. Sydenstricker, "Medical Practice and Public Needs," in The Medical 
Profession and the Public: Currents and Countercurrents (Philadelphia: American 
Academy of Political and Social Science, 1934), 21-30. 

63 Sydenstricker, "Medical Practice and Public Needs," 21-26. 
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and mothers, or for tuberculosis and mental diseases. All kinds of medical care, at 
home or in institutions, should be provided; and those who are eligible to receive 
this care should include not merely those who are employed, but all persons and 
their families having incomes below an amount sufficient to purchase medical 

64 

services in any contingency. 
In fact, the system proposed by Sydenstricker would bring together the 
maternalist welfare state and the paternalist welfare state. In addition to a 
social insurance based national health insurance program that would provide 
security to the American male industrial workers and their dependents 
(paternalism), Sydenstricker suggested the establishment of services for 
mothers and children, regardless of marital or employment status, based on 
public assistance and public health services (maternalism). 

In his reply, Morris Fishbein reaffirmed the AMA's position that the 
medical profession was the only authority that was "really entitled to say how 
medicine shall be practiced." Again, national health insurance was seen as part 
of the reorganization of medical care. Recognizing that the state had the right 
to interfere in case the community was threatened (such as during epidemics), 
Fishbein complained that the state was in fact trying to go much further than 
that. The extension of free clinics and the establishment of student health 
services at state universities were seen as examples of how the state was 
expanding its influence. "It is not surprising to hear Dr. Sydenstricker ... 
insinuate that our entire economic, social and political system needs 
reorganizing," as Fishbein stated. "It is annoying however to have him center 
his attention on medicine and want to begin all the reorganization with the 
medical profession." According to Fishbein, this could only be explained by 
Sydenstricker's function as spokesman of the Milbank Memorial Fund. "That 
foundation is pledged to a program for socialization of medical care and its 
executive secretary Mr. Kingsbury has become enamored of what was shown to 
him in a personally conducted tour of Russia." 

The criticism of the medical profession was not entirely unjustified. 
Sydenstricker and Falk did envision the reorganization of medical care. 
According to Sydenstricker, the fear of a "medical hierarchy" as result of group 
practice was based on a misunderstanding. The reorganization of medical care 
should enable to bring the overhead costs down. As far as Sydenstricker was 
concerned, there was "no necessary incompatibility between integration of 
services and retention of desirable, non-financial personal relations between 
doctor and patient." In fact, group practice and health insurance could 
strengthen the individual relation between the doctor and patient, as the 
economic situation no longer played a dominant role. The only question that 
remained was what had to come first: group practice or health insurance. "We 
have, in effect, been asked to choose between an evolutionary policy and a 

64 Sydenstricker, "Medical Practice and Public Needs," 29. 
65 Fishbein, "The Doctor and the State," 95. 
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program of definite action; between voluntary efforts to develop facilities for 
medical care through group action and a business-like application of a well-
tried method of distributing costs over that part of the population which is now 
unable to budget medical costs"66 While the CCMC final report had opted for 
the first option, Sydenstricker and Falk clearly favored the latter one. 

At the joint meeting of the College of Physicians of Philadelphia and the 
American Academy of Political Science of February 1934, the AM A opposed 
national health insurance by attacking the integrity of the advocates, Edgar 
Sydenstricker in particular. However, the medical profession realized that some 
action was needed to counter possible compulsory health insurance schemes. 
Accordingly, in June 1934, the AMA House of Delegates passed the so-called 
"Ten Principles" describing the conditions on which voluntary health insurance 
should be based: 

1. Medical sponsorship and control of all medical service plans 
2. No third-party intrusion in physician-patient relationship 
3. Free choice of physician 
4. Physician-patient relationship 
5. Separate administration of hospital and medical plans 
6. Cost of medical service to be determined by the income of the patient 
7. Medical benefits and disability benefits to be under separate administration 
8. Plans to be open to all qualified physicians on a voluntary basis 
9. Medical relief to be limited to families below "comfort level" 

10. Rules governing medical care to be established only by the medical 
profession67 

These ten principles may have implied the endorsement of health insurance in 
theory, they merely endorsed voluntary initiatives by local medical societies to 
experiment with limited forms of group payment controlled by the medical 
profession. Any initiative outside of organized medicine was perceived as an 
attack on the medical profession. As Paul Starr has pointed out, the ten 
principles also showed that the AMA would only accept health insurance plans 
based on indemnity, with the exception of plans for the welfare poor.68 By 
maintaining a direct financial relation between doctor and patient, the position 
of the private practitioner would be strengthened. Even though the reformers 
agreed with most of the AMA's ten principles (and falsely believed that the 
AMA was becoming more willing to accept national health insurance), 
Sydenstricker and Falk wanted exactly the opposite, namely to break down the 
direct financial obstacle between doctor and patient. 

66 Edgar L. Sydenstricker, "Group Medicine or Healdi Insurance - Which Comes 
First," The American Legislation Review (June 1934), reprinted in E.C. Buehler 
(editor), Free Medical Care: Socialized Medicine, Volume II (New York: Noble 
and Noble, 1935), 299-309. 

67 As summarized by Nathan Sinai, Odin W. Anderson, and Meivin L. Dollar, Health 
Insurance in the United States (New York: The Commonwealth Fund, 1946), 24. 

68 Starr, The Social Transformation of Medicine, 300. 
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MILBANK GOES TO WASHINGTON 

The national health insurance advocates of the Milbank Memorial Fund were 
delighted when in 1932 Franklin D. Roosevelt was elected president of the 
United States. President Roosevelt knew the Milbank Memorial Fund and its 
executive secretary John Kingsbury from his time as governor of New York. In 
1930, Roosevelt had appointed Kingsbury on the New York State Health 
Commission. In addition, Kingsbury was a good friend of Harry Hopkins, who 
had been appointed by President Roosevelt as the federal emergency relief 
administrator. Kingsbury had been Hopkins' personal mentor in the 1910s and 
the two men had stayed in contact ever since.69 Hopkins had worked together 
with Kingsbury in the Association for Improving the Condition of the Poor, 
and later, when Harry Hopkins was affiliated to the New York Tuberculosis 
Association, he again worked closely together with John Kingsbury and Edgar 
Sydenstricker. When Roosevelt became president, the Milbank Memorial Fund 
followed the actions of the Roosevelt administration with interest. Especially 
the foundation of the Temporary Emergency Relief Administration (later 
changed in the Federal Emergency Relief Administration or FERA) had the 
Milbank Fund's interest. Even though the provision of work and home relief 
was top priority of the FERA, Hopkins had come to discuss the possibilities of 
free medical care under the existing relief laws. By 1933, the FERA had started 
a health program on local level, providing funds for emergency medical care 
for the poor.70 Even though the program was meant to be temporary, its 
successful attempt to work together with the local medical societies convinced 
the reformers that a national health insurance program could be possible. 

When Roosevelt went to Washington, Kingsbury sent him an outline of a 
national health insurance program designed by Sydenstricker and Falk. 
Expanding on the studies of the CCMC, Sydenstricker and Falk argued that 
group budgeting through compulsory health insurance could guarantee access 
to medical care for at least the lowest-income segment of the population. 
Roosevelt thanked Kingsbury for his "interesting" letter and invited him to 
come to Washington to discuss the plans with secretary of labor Frances 
Perkins and other cabinet members. "I'm inclined to think that by next winter 
it will be time for us to take up the general health problem from the national 

69 Paul A. Kurzman, Harry Hopkins and the New Deal (Fair Lawn, New Jersey: R.E. 
Burdick, 1974), 68, 125. 

70 Harry Hopkins to Governors and State Relief Administrators, "Payment of County 
Health Unit Personnel from Federal Relief Funds," undated [July 1933], Hopkins 
Papers, box 22, FDR Library; FERA, Rules and Regulations, No. 7 (Washington 
DC: United States Government Printing Office, 1933); Daniel S. Hirshfield, The 
Lost Reform: The Campaign for Compulsory Health Insurance in the United States 
from 1932 to 1943 (Cambridge, Massachusetts: Harvard University Press, 1970), 
80-84. 



46 ... And the Pursuit of National Health 

point of view."71 When Kingsbury and Sydenstricker were in Washington, not 
all cabinet members reacted favorably. As Kingsbury reported to the technical 
board of the Milbank Memorial Fund, Frances Perkins "exhibited a clearer 
comprehension of the entire question" than secretary Harold Ickes and surgeon 
general Hugh dimming, while Harry Hopkins "expressed not only interest but 
willingness to do everything in his power to bring about Executive action." 
After meeting with Perkins and Hopkins, Kingsbury received a call from 
Hopkins with the request to send Sydenstricker and Falk to Washington. 

Back in New York, the technical board of the Milbank Fund developed a 
"growing uneasiness" about Kingsbury activism. Especially James Alexander 
Miller believed that Kingsbury's actions went too far. The technical board 
decided that "future assistance in clarifying [a national health insurance] 
program should be given privately and confidentially rather than in ways which 
might lead to further public discussion."73 In spite of this uneasiness, however, 
the Milbank reformers continued to push national health insurance. In May 
1934, Edgar Sydenstricker met with surgeon general dimming while attending 
a meeting of the League of National Health Committee in Geneva. Even 
though dimming was known to be "conservative," he reacted favorably to 
Sydenstricker's suggestion that "health should become a recognized national 
policy." If the Public Health Service (PHS) would not work together with 
leading reformers. Sydenstricker warned, then tjie PHS would alienate itself 
from the developments in health care. Without explicitly stating that national 
health insurance should be included in a national plan, Sydenstricker stressed 
that cooperation was necessary for any plan to succeed.74 

Before Franklin D. Roosevelt had been elected president of the United 
States, the Milbank Fund had focused its attention of state legislation. As LS. 
Falk explained, the reformers were "doomed to frustration," as their plans 
seemed to be nothing more than "a useful intellectual exercise in developing 
our own thinking." Sydenstricker and Falk wanted to work on national level 
and their chance came in 1933. "That was about the stage at which we were 
when FDR, Harry Hopkins, Frances Perkins and a number of other people with 
whom we were having close working relationships, moved to Washington."7 

The prospects looked good. Harry Hopkins told John Kingsbury in 1934 that 
"with one bold stroke we could carry the American people with us, not only for 

71 Kingsbury to Roosevelt, 24 November 1933; Roosevelt to Kingsbury, 4 December 
1933, PPF 1031, FDR Library. 

72 "Minutes of the meeting of the Technical Board," 18 January 1934, Milbank 
Memorial Fund Records, box 11, folder 79, Yale Library. 

73 "Minutes of the meeting of die Technical Board," 13 March 1934, Milbank 
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75 Interview with LS. Falk by Peter A. Coming, 28 July 1965, Columbia University 
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unemployment insurance but [also] for sickness and health insurance."76 In the 
meantime, the AMA watched the developments with suspicion. "The New Deal 
was about to engulf Washington," as Morris Fishbein, by then the embodiment 
of opposition to national health insurance, wrote in his autobiography:77 

CONCLUSION 

The early years of the national health insurance in the United States are 
significant, as two important factors are brought forward: a) the American 
preference for the extension of medical care to national health insurance, and 
b) the dominance of intellectuals who approached the issue in an allegedly 
scientific and objective manner. While the intellectual drive for an insurance 
scheme failed to get sufficient support, maternalistic policies to extend public 
health measure were accepted. This preference was also present in the work of 
Edgar Sydenstricker and LS. Falk, though not as an alternative but as a 
complementary measure. As Falk explains, they were initially requested to 
work out plans for loss of earnings during sickness, disability insurance, and 
the costs of medical care (meaning national health insurance). According to 
Falk, "We ... proposed a broader perspective to the Cabinet Committee, 
embracing not only the traditional elements in the European models of social 
insurance, but also all major elements required for an adequate health program 
- extending to the recourses needed for preventive as well as curative medicine 
and for protections against their costs."78 

The difference between national health insurance and the extension of 
medical care reflected not only the difference between the paternalist and 
maternalist welfare state, but also the difference between social insurance and 
public assistance. As Sydenstricker and Falk believed, the differences could and 
should be combined. Their ideal welfare state would be both paternalist and 
maternalist, providing national health insurance and public health services. 
While conflict existed about the need of national health insurance, there was 
little disagreement about the need of extending medical care. Nevertheless, to 
the advocates, national health insurance was the obvious and logical solution. 
Therefore they were prone to dismiss opposition by the medical profession as 
merely economic interest. They failed to recognize that the medical profession 
opposed national health insurance out of a fear that such a program would 
reorganize the way medical care was delivered. 

76 As quoted in Arthur M. Schlesinger, Jr., The Coming of the New Deal (Boston: 
Houghton Mifflin, 1958), 307. 

77 Morris Fishbein, Morris Fishbein, M.D. : An Autobiography (Garden City, NY: 
Doubleday & Company, 1969), 196, emphasis mine. 

78 LS. Falk, "Commentary," in Richard V. Kasius (editor), The Challenge of Facts: 
Selected Public Health Papers of Edgar Sydenstricker (New York: Prodist, 1974), 
98. 



48 ... And the Pursuit of National Health 

Several scholars have argued that the polarization caused by the CCMC's 
final report made national health insurance a controversial issue. Daniel 
Hirshfield states that, in addition to a large amount of scientific data, the 
CCMC "produced only dissension, controversy, and conflict."79 According to 
Paul Starr, the CCMC controversy convinced the Roosevelt administration that 
"health insurance was an issue to be avoided."80 Even though the CCMC 
studies undoubtedly polarized the positions of the advocates and the opponents, 
the CCMC was fundamental for the inclusion of national health insurance in 
the studies of the Roosevelt administration. During the economic depression of 
the 1930s, health insurance was not the most urgent issue. Unemployment 
compensation and welfare benefits seemed to be far more pressing. The 
Roosevelt administration could have avoided the issue altogether. Instead, the 
Roosevelt administration used the CCMC studies and the work of the Milbank 
Memorial Fund in its studies on economic insecurity. Because of the studies 
done by Sydenstricker and Falk, plans had already been developed. President 
Roosevelt only needed to bring the policymakers to Washington. 

79 Hirshfield, The Lost Reform, 32. 
80 Starr, The Social Transformation of American Medicine, 266. 



II: NATIONAL HEALTH INSURANCE AND THE SOCIAL SECURITY ACT 

For the New York and Wisconsin intellectuals, the Roosevelt administration 
promised new challenges and exciting opportunities. Wilbur Cohen, twenty-
one at the time, would later remember: "Young people were coming from all 
over the country, streaming into Washington to join the crusade for the New 
Deal." When walking through DC at night, one could see the lights burning in 
the offices where new plans were designed and memos were written. "There 
was a real impact, in that you felt that you were doing something for the 
American people, something so much bigger than yourself, ... something that 
was so important and so vast and so far reaching and so significant and so 
meaningful that you were glad to be a participant in this kind of experience."1 

In a 27-page memorandum entitled "Social Security and Public Welfare 
in the United States," LS. Falk expressed his view on the Roosevelt 
administration in similar rhetoric: "The President's courage and vision and his 
New Deal gave heart to the people, and fifteen months of vigorous action have 
lifted us, almost by our boot straps, from the depth of despair."2 Harry Hopkins 
had first requested Edgar Sydenstricker to write the memorandum, but since he 
had recently suffered from a heart attack and was confined to the hospital, Falk 
had taken up the assignment. The request was undoubtedly prompted by 
President Franklin D. Roosevelt's wish to collect advise and recommendations 
for the establishment of the Committee on Economic Security (CES). In his 
message to the Congress of June 8, 1934, President Roosevelt had presented his 
intentions "to undertake the great task of furthering the security of the citizen 
and his family through social insurance." Within the coming year, the 
Roosevelt administration would design a system of economic and social 
security, "national in scope," to provide the "men, women and children of the 
Nation" with a "safeguard against misfortunes which cannot be wholly be 
eliminated in this man-made world of ours."3 

Up to 1934, the New Deal programs had predominantly been concentrated 
on providing immediate relief to the suffering population and on securing 
economic recovery. However, it had never been the intention of the Roosevelt 

Interview with Wilbur Cohen by James Sargent, 18 March 1974, Columbia 
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22-23. 
LS. Falk, "Social Security and Public Welfare in the United States: Outline of a 
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administration to establish a system of permanent relief. The New Deal relief 
programs were temporary, and could therefore be experimental. The Social 
Security Act, on the contrary, would establish a permanent system that needed 
broad political and popular support. Through incremental reform, as the 
Roosevelt administration assumed, social insurance would eventually replace 
the need for relief. Roosevelt believed that dependence on public assistance was 
as addictive as a drug and should be avoided when possible. While public 
assistance relieved poverty after it had stricken, social insurance would prevent 
poverty in the future. Also, social insurance was believed to maintain the self-
reliance and dignity of the citizen. Public assistance, on the contrary, was 
burdened with stigma.4 

In the memorandum, Falk presented a broad outline of a social insurance 
program that would provide for unemployment insurance, a national health 
plan, national health insurance, accident and disability insurance, old age 
pensions, and industrial accidents insurance. Not surprisingly, national health 
insurance played an important part in Falk's outline. Falk denied that there 
was a lack of sufficient resources. Not the supply of health care, but the way it 
was paid for, was the main problem. "Insurance against the costs of medical 
care is the greatest single need in improving the health of the American people 
and assuring everyone the benefits of modern medical service."5 

Within two weeks after Falk sent the memorandum to Harry Hopkins, 
President Roosevelt announced the establishment of the CES. Chaired by 
secretary of labor Frances Perkins, the CES consisted of four cabinet members 
and the federal emergency relief administrator, Harry Hopkins.6 That same 
day, Roosevelt told Hopkins to make a trip to Europe as soon as possible to 
study the social insurance schemes of England, Germany, Austria, and Italy. 
As Roosevelt added, "in view of the steady grind you have had, I think that the 
sea trip will do you a lot of good."7 To what extent Hopkins used Falk's 
memorandum remains unclear, though timing suggests that there must have 
been some influence. Hopkins made his request on May 16, three weeks before 
Roosevelt's message to Congress. A week after the message, Falk sent the 
memorandum to Hopkins, less than two weeks before the establishment of the 
CES. In addition, the content of the memorandum closely corresponds with the 
early working papers of the CES staff.8 However, CES executive director 

4 The continuing tension between social insurance and public assistance is the core 
of the argument in Edward D. Berkowitz, America's Welfare State: From Roosevelt 
to Reagan (Baltimore, MD: Johns Hopkins University Press, 1991). 
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Edwin Witte never mentioned the memorandum, not even in his classic The 
Development of the Social Security Act. As Falk explains: "This is something 
you won't find in Ed Witte's book because he didn't know about it."9 

THE COMMITTEE ON ECONOMIC SECURITY 

The task of creating the CES structure and selecting personnel to conduct the 
studies was given to Arthur Altmeyer, assistant secretary of labor and head of 
the CES technical board. Altmeyer was a Wisconsin man and a strong believer 
in the Wisconsin Idea. Back in 1919, he had written the study "The Health 
Insurance Movement in the United States" together with John R. Commons. 
Over the years, he had become more focused on labor policy, particularly 
unemployment insurance. He was known to be a man "not given greatly to 
humor," though he was, in the words of social security expert Eveline Burns' 
"an attractive male, but we're talking social security."11 More important, 
secretary of labor Frances Perkins had a strong faith in Altmeyer and trusted 
his decisions almost unconditionally. 

According to Falk, Altmeyer went to visit Sydenstricker in the hospital to 
see of he would be interested in the position of CES executive director. 
Sydenstricker declined the offer. With his failing health he could not take up 
such a great responsibility, but he did agree to lead the studies on national 
health insurance.12 At a staff meeting of the Milbank Fund, John Kingsbury 
explained that Frances Perkins did not want Sydenstricker as executive 
director, because with him as "the spear head of the whole works" health 
insurance would become top priority, while she favored unemployment 
insurance. Harry Hopkins had already left for Europe, but if he had not, 

recollection ... of having known specifically what Mr. Hopkins did with [the 
memorandum] or whether he gave it (or some derivative of it) to others before the 
President issued the Executive Order of June 29, 1934 or subsequently after the 
(Cabinet) Committee was appointed." 
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Kingsbury concluded, "Mr. Sydenstricker would have been selected." 
Altmeyer remembered it quite differently. Even though Harry Hopkins had 
suggested Sydenstricker as candidate, he was soon to agree with Altmeyer that 
Edwin Witte was the best man for the job. Like Altmeyer, Witte was a 
pragmatic idealist. His background as the legislative librarian of Wisconsin, his 
contribution to the drafting of state labor policy, and his encyclopedic 
knowledge of social economics, made him the ideal executive director who 
could "do a very rapid research, taking advantage of existing materials and 
existing expertise, rather than engaging in a long drawn out research project 
following byways that a person of any academic or research nature usually is 
prone to do."14 

Edwin Witte was, in the words of his colleagues, "a kind of dumpy man 
really," though "under a surface of rather ponderous form, he was very 
sophisticated and a witty and agile person."15 He did not believe in 
impracticable ideas, but wanted immediate solutions which could be enacted 
into law. As executive director, Witte officially had no great political power, 
but together with Perkins and Altmeyer he formed a powerful force within the 
CES. He decided which topics would be discussed first. He designed the 
agenda. Throughout the period when the Social Security Act was being 
developed, the Perkins-Altmeyer-Witte triangle was very influential in the 
shaping of policy recommendations to President Roosevelt. As Witte's 
biographer Theron Schlabach explains: "Witte's position [as CES executive 
director] cast him as something of a broker between the various formal, 
informal, and conflicting groups, so that he felt deeply the tensions of 
personalities and ideas that no organization could have fully avoided. But he 
also had the satisfaction of being more than a mere technician or executive, for 
he helped chart the actual policy decisions."16 

During August and September 1934, Sydenstricker and Falk worked for 
the CES as staff members heading the studies on "risks to economic security 
arising out of ill health." However, when protests from the medical profession 
started to reach the Milbank office, the Fund's president Albert Milbank 
decided that the connection with Washington needed to be dissolved. The 

13 "Minutes of a Stated Meeting of the Board of Directors of the Milbank Memorial 
Fund," 26 October 1934, Kingsbury Papers, box 42, Library of Congress. 

14 Interview with Falk, 28 July 1965, 88; Interview with Arthur J. Altmeyer by Peter 
A. Coming, 3 September 1965, Columbia University Oral History Collection 
(microfilm edition, Roosevelt Study Center), 3-4. 

15 Interview with Eveline M. Burns by Peter A. Coming, 10 February 1965, 
Columbia University Oral History Collection (microfilm edition, Roosevelt Study 
Center), 31; Interview with Falk, 28 July 1965, 88. 

16 Theron F. Schlabach, Edwin E. Witte: Cautious Refoivier (Madison: State 
Historical Society of Wisconsin, 1969), 102-103. Schlabach quotes Wilbur Cohen 
as stating that if Perkins, Altmeyer, and Witte were in agreement, a decision was 
"ninety-eight percent won." 
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financial situation of the Milbank Fund depended for a large extent on the 
funding from the Border Milk Company, manufacturer of substitute mother's 
milk. The Border Company could be an easy target for a boycott by the medical 
profession. Sydenstricker and Falk had already drafted their resignation letter 
to Witte, but the CES did not want to see them go.17 After some consideration, 
Albert Milbank agreed to loan the two researchers to Washington, yet only on 
two conditions: Sydenstricker and Falk would not be on the federal payroll and 
the CES would down-play the connection with the Milbank Fund by merely 
referring to Sydenstricker as Chief Statistician of the Public Health Service 
(PHS). Witte reluctantly accepted.18 This arrangement placed Sydenstricker 
and Falk in a separate position, almost as an isolated entity, to the other experts 
of the CES. They were even physically separated, as they continued to work in 
their New York office, only coming down to Washington for staff meetings and 
to present their work. 

Without overemphasizing the differences between the "schools" of New 
York and Wisconsin, it is fair to say that Sydenstricker and Falk represented a 
different intellectual and ideological voice within the CES. Even though they 
saw themselves as objective and scientific, Sydenstricker and Falk were 
ideologues who genuinely believed in the righteousness of their objective. 
Altmeyer and Witte, products of Wisconsin state government, were more 
pragmatic. While the first two tried to achieve what was best, the latter limited 
themselves to what was possible. As a result, Altmeyer and Witte placed a 
stronger emphasis on unemployment insurance and old-age pensions as 
solutions to the problem of economic insecurity. However, the preference of 
Altmeyer and Witte could not temper the drive of Sydenstricker and Falk. As 
CES counsel Thomas E. Eliot, drafter of the economic security bill, 
remembered, "the staffs strongest unit was the small group developing 
recommendations for health insurance."19 

THE CES POSITION ON NATIONAL HEALTH INSURANCE 

From the start, the CES showed a duality toward national health insurance. In 
his message to Congress of June 8, 1934, President Roosevelt had clearly 
spelled out what he considered of highest priority: "Hence, I am looking for a 

17 Falk to Sydenstricker, 2 October 1934, Falk Papers, box 42, folder 220, Yale 
Library. Includes draft of the letter of resignation from the Committee on Economic 
Security. 

18 Sydenstricker to Falk, 3 October 1934, Falk Papers, box 42, folder 202, Yale 
Library; Witte to Sydenstricker, 6 October 1934, Records of the CES, box 16, 
National Archives; CES, "Information Primer: The Committee on Economic 
Security," Records of the CES, box 1, National Archives. 

19 Thomas H. Eliot (edited by John Kenneth GalbraiÜi), Recollections of the New 
Deal: Wlien the People Mattered (Boston: Northeastern University Press, 1992), 
111. 
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sound means which I can recommend to provide at once security against 
several of the great disturbing factors of life - especially those which relate to 
unemployment and old age"20 Nevertheless, the very presence of Sydenstricker 
and Falk led the AMA to assume that the CES would recommend national 
health insurance. In the Journal of the American Medical Association, editor 
Morris Fishbein denounced Sydenstricker as "completely antagonistic to the 
medical point of view." Fishbein concluded that the medical profession would 
not consider itself to be "adequately represented" in the CES studies "if Mr. 
Sydenstricker is the only authority on what constitutes proper arrangements for 
medical care."21 

In actual fact, the CES cabinet members were far from unified on the 
issue. As Sydenstricker soon found out, "Perkins favors unemployment 
insurance first, Hopkins favors health insurance first, [and] both [Henry] 
Wallace and [Henry] Morgenthau fear any program that will hurt or scare or 
alienate business."22 A majority of the CES was reluctant to include national 
health insurance, which was a sign for Witte to be cautious. Witte himself had 
seen signs that perhaps "the time is ripe for the passage of health insurance 
legislation in this country," but he was far from being convinced.23 Since Witte 
was so hesitant, Sydenstricker realized he needed to circumvent Witte if he 
wanted his drive for health insurance to be successful. Therefore, he 
approached surgeon general Thomas Parran to ask him if he would talk to 
Roosevelt in favor of health insurance. Sydenstricker also told Falk he would 
try "to hold Witte away" from Ross Mclntire, Roosevelt's personal physician. 
"The most important thing now of course is to get health insurance - or 
medical care - or surgical care and health - into the President's program."24 

Little is known about Roosevelt's personal views on the issue of national 
health insurance. What is known is based either on his public statements 
(mostly written by others but revised by himself) or on hearsay. Roosevelt 
hardly discussed the topic directly with the policymakers involved, such as 
Sydenstricker and Falk, but used mediators, including Ross Mclntire, Thomas 
Parran, and Harry Hopkins. Also, rumor had it that Roosevelt's actions were 

20 Roosevelt, "Message to the Congress," 8 June 1934, Public Papers, 291, emphasis 
mine. 

21 "The Administration Studies Social Insurance" (editorial), Journal of the American 
Medical Association 103 (25 August 1935): 609-610. 

22 Sydenstricker to Falk, 3 October 1934, Falk Papers, box 42, folder 220, Yale 
Library. 

23 Witte, "Report on Progress of Work," 25 September 1934, Records of the CES, 
box 5, National Archives. 

24 Sydenstricker to Falk, 20 September 1934; Sydenstricker to Falk (by phone), 21 
September 1934; Sydenstricker to Falk, 25 September 1934, Falk Papers, box 42, 
folder 220, Yale Library. In the secondary literature, Roosevelt's personal 
physician Ross Mclntire is sometimes (incorrectly) referred to as Mclntyre. This 
can lead to confusion as Marvin Mclntyre was Roosevelt's personal secretary. 
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strongly influenced by his friend Harvey Cushing, a highly respected brain 
surgeon whose daughter Betsey was married to Roosevelt's son James. Other 
sources have suggested that Roosevelt was either "cold about health insurance," 
or favored such a program but recognized the political obstacles.25 

When, in Witte's words, "telegraphic protests poured in upon the 
President" (most of them sent by the state medical societies), the already weak 
position of national health insurance was further undermined. Prompted by a 
New York Times article which had incorrectly stated that Sydenstricker and 
Falk headed the committee on health insurance, state medical societies started 
a write-in campaign to protest against Sydenstricker and Falk who were 
"Doctors of Philosophy, and not MD's," representing "biased and colored and 
perverted" opinions.26 Only Witte seemed to be taken aback by the telegrams. 
"I would not be very much worried about these protests," Sydenstricker told 
Witte, "unless you feel that Falk and I are the wrong people to head this study. 
If they are protesting against us, that becomes a question for you and the 
Committee to consider." As long as the medical profession was merely 
objecting to national health insurance in principle, Witte had "nothing to be 
seriously worried about."27 Sydenstricker did have the CES technical board on 
his side. At a meeting in September, the board decided that a health insurance 
program was "equally important ... and equally feasible at this time" and 
"should not be regarded as being a third or fourth item in a general program 
for economic security."28 

To counter the opposition of the medical profession, Sydenstricker 
suggested the creation of the Medical Advisory Board, in which the views of 
the doctors could be represented. Once the president had invited a couple of 
physicians to join the board, opposition could be expected to cease. 
Sydenstricker wanted the medical profession to know that it had been his 
suggestion to create the Medical Advisory Board. In this manner, the hostile 
attitude that the medical profession had shown toward him personally could be 
softened, as it would suggest that he sincerely wanted the physicians' 
cooperation. Sydenstricker proudly told Falk that it had become generally 
known who had suggested the creation of the Medical Advisory Board. "Even 

25 Michael M. Davis to Odin W. Anderson, 30 April 1958, Falk Papers, box 1, folder 
23, Yale Library. 

26 New York Times, 13 October 1934; Robert Emmet Walsh to Frances Perkins (open 
letter), copy enclosed in Sydenstricker to Witte, 5 November 1934; Dr. Benjamin 
Bernstein to Witte, 13 October 1934, Records of the CES, box 2, National 
Archives. 

27 Sydenstricker to Witte, 24 October 1934, Records of the CES, box 16, National 
Archives. 

28 "Technical Board on Economic Security: Minutes of the Meeting of the Executive 
Committee," 27 September 1934, Records of the CES, box 1, National Archives. 
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the Surgeon General is spreading the news! I understand he laid it thick on Dr. 
Fishbein recently."29 

But Edwin Witte remained worried. Strong opposition to national health 
insurance could trigger opposition to the entire Social Security Act. Moreover, 
Witte feared that "the President would feel disgusted with the whole matter," 
and abandon social security altogether. But, as he was told by Ross Mclntire, 
"the President knew that the American Medical Association would stir up 
opposition and ... there is no way of appeasing that crowd."30 In other words, 
unlike Witte, Roosevelt was neither surprised nor intimidated by the strong 
opposition. Once the members of the Medical Advisory Board had been 
selected, Perkins finally released a statement to the press in which she 
corrected the New York Times article by stating that Sydenstricker and Falk 
merely headed the study of health insurance. Moreover, she pacified the 
medical profession by promising that the CES would also consult with the 
AMA Bureau of Medical Economics and any other professional association 
that needed to be heard.31 

By this time, Witte seemed to be convinced that, despite the "considerable 
ferment among the doctors," the AMA was willing to cooperate. The creation 

-of the Medical Advisory Board had eased the tension between the AMA and 
the Roosevelt administration, enabling, as Witte believed, the "growing 
minority" of those physicians favoring health insurance to "make its voice 
heard."32 Witte finally gave in and told Perkins, less than three weeks before 
the Conference on Economic Security, "I certainly believe that we cannot 
dismiss health insurance at this time without being entirely satisfied that it 
cannot be put into operation on a compulsory basis in the near future." 

THE NATIONAL CONFERENCE ON ECONOMIC SECURITY 

At the National Conference on Economic Security held in Washington, DC, in 
November 1934, an entire Round Table Session was devoted to national health 
insurance. "My idea is not to have a debate," as Sydenstricker told Witte, "but a 

29 Sydenstricker to Falk, 3 October 1934, Falk Papers, box 42, folder 202, Yale 
Library. 

30 Witte to Sydenstricker, 24 October 1934, Records of the CES, box 16, National 
Archives. 

31 Frances Perkins, "Press Release," 25 October 1934, Records of the CES, box 1, 
National Archives. 

32 Witte, "Report on Progress of Work during October [1934]," undated, Working 
Papers of the CES, box 1, National Archives. 

33 Witte to Perkins, 26 October 1934, as quoted in Daniel S. Hirshfield, The Lost 
Reform: The Campaign for Compulsory Health Insurance in the United States 
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quiet, friendly discussion of the cardinal points involved."34 The discussion 
needed to be balanced to avoid the impression that the Round Table on Medical 
Care was "hand-picked" in favor of health insurance. The task to find 
physicians in favor of health insurance proved to be difficult, as not many had 
publicly given their support, while the opponents were extremely vocal. 
Michael M. Davis was sure to be in favor, as he worked closely with Falk on 
the writing of the CES report. At the last moment, the name of Dr. Henry A. 
Luce was included, as Sydenstricker and Falk believed that he would be at least 
favorable to the principle of social insurance.35 

By stating in his opening speech "Whether we come to this form of 
insurance soon or later on," Roosevelt promised reformers that national health 
insurance would someday be enacted, but at the same time reassured opponents 
by suggesting that no drastic action would be taken. "We cannot work miracles 
or solve all our problems at once. What we can do is to lay a sound foundation 
on which we can build a structure to give a greater measure of safety and 
happiness to the individual than any we have ever known."36 Witte had 
suggested to include a statement that Roosevelt would only recommend 
legislation which would "preserve the independence of the physician," but 
Roosevelt merely expressed his appreciation of the accomplishment of the 
medical profession and stated that the system he envisioned would "enhance 
and not hinder" the "remarkable progress" of medicine.37 Roosevelt added that 
he did not know "whether this is the time" for extensive federal legislation, 
either for national health insurance or for old-age insurance. "ROOSEVELT BARS 

PLANS NOW FOR BROAD SOCIAL PROGRAM; SEEKS JOB INSURANCE ONLY" ran 

the New York Times on its front page. Ambiguity dominated Roosevelt's 
message, prompting one Washington columnist to question "The Mystery of 
the President's Speech, or Does the English Language Mean Anything?"38 

The afternoon session of the Round Table Conference on Medical Care 
was opened by Dr. Livingstone Farrand, president of Cornell University and 
director of several international health surveys. Farrand addressed the "certain 
phases of this problem of sickness to which we all agree," referring to the 

34 Sydenstricker to Witte, 5 November 1934, Records of the CES, box 2, National 
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35 Witte to Sydenstricker, 23 October 1934; Sydenstricker to Witte, 30 October 1934, 
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on the Problems of Economic and Social Security," 14 November 1934, Public 
Papers, volume 3, 452^155. 
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CES, box 3, National Archives. 

3 8 "ROOSEVELT BARS R A N S NOW FOR BROAD SOCIAL PROGRAM," New York Times, 15 

November 1934; Arthur Krock, "hi Washington," New York Times, 20 November 
1934. Cited in Schlabach, Edwin E. Witte, 110. 



58 ... And the Pursuit of National Health 

problem that "a very large portion of the population of the United States does 
not receive adequate medical care." Even though Farrand assumed that his 
observation was "perfectly obvious," the Round Table Conference proved him 
wrong. Three of the four papers presented questioned the existence of "the 
problem of medical care," and definitely doubted the need for the federal 
government, or anyone else outside of the medical profession, to discuss the 
issue, let alone to define it as a problem.39 

To the surprise of Sydenstricker and Falk, Dr. Henry Luce did not come 
out in favor of national health insurance, but in fact literately quoted the 
official standpoint of the AMA, claiming that medical care should be 
controlled by the medical profession alone. The next two speakers, Dr. Nathan 
Van Etten and Dr. George Follansbee, emphasized Luce's point that the 
doctor-patient was sacred and that no outside interference could be tolerated. 
"The War to make the world safe for democracy failed. Democracy is on trial. 
Dictatorships of various colors are now dominant," as Van Etten exclaimed. 
"America must step carefully to avoid 'isms' that are keeping European nations 
in constant fear of explosion. Regimentation is the parent of 'isms.' A threat of 
bureaucratic domination must be opposed. Self-respect must be preserved by 
maintenance of quality or services regardless of material awards." Also 
Follansbee, chairman of the AMA's judicial council, recognized that many 
Americans did not receive the medical care they needed, but, as he claimed, 
"they do not want it." National health insurance, or in fact any other form of 
governmental intervention, was unwanted, as "our health is our private 
concern, just the same as our politics, our religion, our property, our morals, 
and our habits are."40 

The only speaker in favor of national health insurance, Michael M. Davis, 
could not balance the discussion, which had become a forum of opposition. 
Davis, director of the Julius Rosenwald Fund, was after all a well-known 
advocate of national health insurance and was working closely together with 
Falk in the drafting of the CES health insurance plan. Harvey Cushing started 
the round of remarks by stating that he was "very disturbed" about the fact that 
Livingstone Farrand and Michael M. Davis had preceded him in the 
conference, as they "have been engaged in discussing this subject for many 
years ... [and] of course have the matter very glibly on their tongues." Cushing 
implicitly accused the lay reformers of propaganda, which was confirmed by 
his remark "figures don't lie, but liars still figure," suggesting that the amount 

39 "Proceedings: National Conference on Economic Security, called by the President's 
Committee on Economic Security: The Round Table Conference on Medical Care: 
Wednesday Afternoon Session," edited by Witte, 14 November 1934, Records of 
the CES, box 4, National Archives. 

40 "Proceedings ... The Round Table Conference on Medical Care," 14 November 
1934, Records of the CES, box 4, National Archives. 
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of data Michael Davis had presented was misused to promote a national health 
insurance program.41 

At the Round Table Conference, the issue of group practice - which had 
dominated the discussions surrounding the CCMC report - seemed to have 
disappeared. This time, the discussion solely considered the desirability of 
national health insurance, highlighting the conflict between the lay reformers 
and the medical profession. The words of reformer Homer Folks in favor of 
national health insurance enhanced this impression: while the practicing 
physicians denied the existence of inadequate medical care and opposed any 
measure which would intervene in their work, the social workers and 
academics claimed that the figures did not lie and that a solution to the 
problem of inadequate access to medical care was desperately needed. The 
polarization within the medical profession reappeared, however, with a 
statement by Dr. Stuart Roberts, who bitterly criticized the obstinate position of 
the AMA. When in 1932 he had signed the CCMC majority report, Roberts 
had been, as he claimed, condemned by the editorials in the Journal of the 
American Medical Association. The medical profession's obstruction had to 
stop, Roberts argued: "Now this American Medical Association, we doctors of 
America, are on trial in this room this afternoon. If we obstruct and reason and 
dally, we are going to receive the contempt of the American people, and we 
will rightly deserve it."42 

During the course of the conference, Edwin Witte and Frances Perkins 
decided that, even though there had been developments which may have 
suggested that health insurance could be politically feasible, it had become 
clear that it was "unlikely (and probably unwise)" to enact health insurance 
without the support of the medical profession. In her speech at dinner that 
evening, Perkins granted the Medical Advisory Board an extension of time.43 

This meant that health insurance would not be included in the economic 
security bill of January 1935. By postponing the deadline, one controversial 
element of the recommendations was moved forward to further discussion. 
After the extension of time had been giving, the AMA leadership admitted to 
Witte that they had pressured Dr. Henry Luce to change his position on health 
insurance. Edwin Witte and AMA president Bierring came to a gentlemen's 
agreement. The AMA would keep a low profile on the issue of health insurance 
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(which predominantly meant curbing the activities of editor Morris Fishbein), 
as long as Witte would do all he could "to get the Milbank people to soft-pedal 
their propaganda."44 Witte's acceptance of the gentlemen's agreement did not 
only strengthen Sydenstricker's belief that Witte was giving in to the pressure 
of the medical profession, but also his suspicion that Witte himself did not 
favor national health insurance. 

The cooperation of the medical profession pleased Edwin Witte, who 
announced that "the American Medical Association, which has been attacking 
the Committee, apparently has changed its attitude and is now working with 
us."45 At the first informal meeting of the Medical Advisory Board after the 
conference, the AMA leaders accepted Edgar Sydenstricker's moderate 
recommendations, which merely stated that the problem of inadequate medical 
care needed to be studied. However, the medical profession's cooperation had 
slowed down the process and isolated national health insurance from the other 
social security programs studied by the CES. The deadline for the final 
conclusions on the study of medical care was moved up to March 1, 1935. Even 
though Witte was pleased with the AMA's cooperation, he realized that the 
AMA was not intent to change its official position on national health 
insurance. As he wrote to CES cabinet member Henry Morgenthau: "I believe 
that the American Medical Association will now 'lay off in its attacks on this 
committee. By this I do not mean that the officials will change their position on 
health insurance, but I believe that there will be no more complaints that our 
Committee is unfair."46 

THE DECISION TO POSTPONE NATIONAL HEALTH INSURANCE 

Both Arthur Altmeyer and Edwin Witte would later claim that it had been their 
original belief that national health insurance would not be immediately 
included in the Social Security Act.47 But the decision to postpone national 
health insurance was not made until the Conference on Economic Security, 
after Roosevelt's ambiguous opening speech and after a disappointing first 
meeting of the Medical Advisory Board. Frances Perkins and Edwin Witte's 
decision to postpone national health insurance meant that the health segment 
of the economic security bill would be limited to the extension of medical care 
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in the form of grants to the states for public health services, maternal and 
infant care, and vocational rehabilitation. 

According to historian Daniel Hirshfield, Sydenstricker subsequently 
made a personal appeal to Roosevelt for support, sometime in December 1934. 
Since Witte had been the one to conclude that national health insurance would 
not be politically feasible, Sydenstricker needed to circumvent him and go 
straight to the president.48 More likely than a personal appeal, however, is that 
Sydenstricker and Falk had an informal meeting with Ross Mclntire and 
admiral Cary Grayson. During this meeting, held at the Cosmos Club with 
Witte also present, Sydenstricker complained that too little attention was given 
to the national health insurance segment of the CES studies. Press releases and 
articles in the New York Times initiated by the administration were 
predominantly focused on unemployment insurance and old age pensions. As 
Sydenstricker wondered, "Why is it not equally possible to have some release 
on our own program also?"49 More public acknowledgment would make the 
administration stronger in its dealing with the medical profession and it would 
clearly show that the CES had not yet given up on the issue. 

Sydenstricker's strategy apparently worked as the December issue of Paul 
Kellogg's Survey Graphic included articles by Edgar Sydenstricker and 
Frances Perkins on the inadequacy of medical care, suggesting that national 
health insurance could provide a solution. In addition, Michael M. Davis, 
Sydenstricker, and Falk appeared in the radio program "Doctors, Dollars, and 
Disease." This revived public action on behalf of national health insurance 
endangered the gentlemen's agreement between the AMA and the CES. As 
AMA secretary Olin West wrote to Witte, "It would hardly seem reasonable to 
expect those who believe that the best interests of medicine and the best 
interests of the public will not be served through the adoption of sickness 
insurance legislation to remain mute in the existing situation."50 Even though 
Witte was able to restore the peace, it was clear that the gentlemen's agreement 
was not a very solid one. 

In the meantime, the conflict between the AMA and the CES (or better, 
the Milbank Memorial Fund) turned to a more personal level. Apparently, 
AMA leaders had spread the rumor that Sydenstricker had been fired, Falk was 
about to follow suit, while John Kingsbury had been forced to retire. According 
to Kingsbury, the rumors started with the doctors of the AMA: "Mr. Elwood 

48 Hirshfield, The Lost Reform, 53, 66-67. Hirshfield bases this information on 
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quoted Dr. Bierring as saying that Dr. Miller said Mr. Kingsbury is going to 
spend sometime abroad. Falk and Sydenstricker are going to leave the Fund. 
Mr. Milbank told Dr. Miller that the health insurance program was going to be 
dropped and the Fund was going to transfer its interest to the field of medical 
research."5' Sydenstricker took the whole issue lightly, but Kingsbury was 
certain that the doctors were on a personal crusade to undermine the work of 
the Milbank Fund. "I cast my eyes about the table and let them rest on Dr. 
[James Alexander] Miller. His face was certainly in a cloud and he remarked in 
a voice which Sydenstricker and Falk could not hear at the other end of the 
table, / never heard it. I felt like saying, You did not hear it, but you started 
it."52 As long as the rumors were limited to the Milbank Fund, the Roosevelt 
administration was not alarmed. This changed, however, when Morris 
Fishbein, at a meeting of the Harlem Medical Association, suggested that 
Roosevelt's "socialized medicine" schemes were based on his wife "Eleanor 
advising the President in night conferences," while he was being advised by 
Frances Perkins during the day. That following day, the New York Times 
reported the incident. Harry Hopkins was not amused. "The man who made the 
remarks ... is accepted as [the AMA's] spokesman. I understand that he has 
attacked the President privately in the same manner before."53 

Back in New York, the technical board of the Milbank Fund was getting 
worried by all the commotion surrounding the study of national health 
insurance. Nevertheless, even though the position of Kingsbury was indeed 
weakening, the Milbank Fund continued to publicly support Sydenstricker and 
Falk. Speaking before a group of doctors in Indianapolis on January 27, 1935, 
Albert Milbank explained the relationship between the Milbank Memorial 
Fund and the medical profession. "The bogey of 'State Medicine' or 
'Socialized Medicine,' which arises in the minds of many physicians when 
health insurance is mentioned, is due ... to a misunderstanding and 
misinterpretation of the proposals which have been advanced by the Fund's 
staff." Health insurance would not reorganize but merely finance medical care, 
as Milbank argued. "Indeed, so far as the doctor is concerned, health insurance 
is the antithesis of 'State Medicine' because it is a system of providing funds 
from which to remunerate the private practitioners."54 
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THE ELEVEN GENERAL PRINCIPLES 

Realizing that their health insurance plan would not be included in the 
economic security bill, Edgar Sydenstricker and LS. Falk pushed for the 
inclusion of eleven general principles in the CES report to the president. These 
eleven principles described a federal-state program of compulsory health 
insurance which would be optional for the individual states and maintain the 
medical profession's autonomy. Sydenstricker feared that a total exclusion of 
national health insurance would imply that the issue was "a rather nebulous 
possibility in the future," or worse, totally "out of the picture." If the eleven 
principles were not included, Sydenstricker warned, "then Fishbein and his 
crowd will say that they were successful in scotching the President's interest in 
health insurance."55 

Even though President Roosevelt had not objected to the exclusion of 
national health insurance, he apparently agreed with Sydenstricker and Falk 
that the eleven general principles needed to be included. Roosevelt mentioned 
health insurance in his message on the economic security bill of January 17, 
1935, but again his message to Congress was ambiguous: "I am not at this time 
recommending the adoption of so-called 'health insurance,' although groups 
representing the medical profession are cooperating with the Federal 
government in the further study of the subject and progress is being made."5' 

The eleven principles were based on the three preliminary reports that had 
been prepared by Edgar Sydenstricker and LS. Falk.57 "Insurance against the 
costs of sickness is neither new or novel," as the CES Report to the President 
stated. The CES believed that a national health insurance program could only 
be successful when executed on a strong basis of "sound relations" between the 
insured population and the medical profession. Therefore, the study of the plan 
would be continued in cooperation with the Medical Advisory Board and two 
AMA compulsory health insurance experts, namely Dr. R.G. Leland and Dr. 
Algie M. Simons. "Until the results of these further studies are available, we 
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cannot present a specific plan of health insurance. It seems desirable, however, 
to advise the professions concerned and the general public of the main lines 
along which the studies are proceeding."58 

In the eleven principles, Sydenstricker and Falk avoided the use of 
controversial terminology, giving thereby suggesting that the principles were 
extremely moderate. 

1. The fundamental goals of health insurance are: (a) the provision of adequate 
health and medical services to the insured population and their families; (b) the 
development of a system whereby people are enabled to budget the costs of wage 
loss and of medical costs; (c) the assurance of reasonably adequate remuneration 
to the medical practitioners and institutions; (d) the development under 
professional auspices of new incentives for improvement in the quality of medical 
services. 

The studies of Sydenstricker and Falk were based on the belief that economic 
risks arising out of illness should be carried collectively, instead of 
individually. The individual risks could not be calculated, as sickness could hit 
anyone at any time in different degrees of seriousness. The collective risk, on 
the other hand, could be calculated, as statistics provided insight into the 
expected percentage of the population which would become ill, without 
recognizing the individual possible patient. To rest on a sound financial basis, 
health insurance needed to be compulsory, meaning that the population covered 
by the insurance program would be required to participate. The system would 
only be voluntary for the individual states which could decide whether or not to 
participate and which part of the population was to be covered. The scope of 
the insured population needed to be as broad as possible, and, unlike the 
European programs which were targeted at the (male) industrial worker, the 
family should be the primary unit. Sydenstricker and Falk, however, wisely 
deleted the term "compulsory" from the eleven general principles. 

2. In die administration of the services the medical profession should be accorded 
responsibility for the control of professional personnel and procedures and for the 
maintenance and improvement of die quality of service; practitioners should have 
broad freedom to engage in insurance practice, to accept or reject patients, and to 
choose the procedure of remuneration for Üieir services; insured persons should 
have freedom to choose their physicians and institutions; and the insurance plan 
shall recognize the continuance of the private practice of medicine and of the 
allied professions. 
3. Healüi insurance should exclude commercial or other intermediary agents 
between the insured population and the professional agencies which serve Üiem. 

As Sydenstricker and Falk emphasized, national health insurance did not mean 
the socialization or regimentation of medicine. By guaranteeing the freedom of 
physicians to choose their own patients, and vice versa, the autonomy of the 

58 The Committee on Economic Security, Report to the President (Washington, DC: 
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private practitioner was secured. More important, the exclusion of any 
(commercial) third parry and the physicians' freedom to determine their own 
remuneration gave the impression that private practice was preferred to group 
practice. In the preliminary reports, however, Sydenstricker and Falk proposed 
three different methods of remuneration: a) salary based, b) fee-for-service, and 
c) capitation fee. Physicians supporting private practice would naturally choose 
fee-for-service. Even though Sydenstricker and Falk did not explicitly 
recommend any particular method, they clearly presented the system of 
capitation fee (paid per registered patient) as most efficient, thus a preference 
for group practice. Again, Sydenstricker and Falk wisely remained silent on 
such a controversial item in the eleven general principles. 

4. The insurance benefits must be considered in two broad classes: (a) cash 
payments in partial replacement of wage-loss due to sickness and for maternity 
cases, and (b) health and medical services. 
5. The administration of cash payments should be designed along the same 
general lines as for unemployment insurance and, so far as may be practical, 
should be linked with the administration of unemployment benefits. 

A clear distinction was made between economic insecurity caused by wage-loss 
due to sickness and economic insecurity caused by the costs of medical care. 
Wage-loss could best be met by cash benefits, and, for the sake of efficiency, 
inclusion within a program of unemployment insurance was recommended. 
The provision of medical care, however, should also consist of actual medical 
services. Sydenstricker and Falk favored health insurance in form of service 
rather than paying cash with which the insured could purchase medical care. 
The preference enabled the policymakers to build upon already existing public 
health services without "socializing" medicine. The extended public health 
services could be made available in addition to the continuing private practice 
of medical care. 

6. The administration of health and medical services should be designed on a 
State-wide basis, under a Federal law of permissive character. The administrative 
provisions should be adapted to agricultural and sparsely settled areas as well as 
to industrial sections, through the use of alternative procedures in raising the 
funds and furnishing the services. 

Early on, Sydenstricker and Falk had decided that the proposed system of 
national health insurance should be administered by the individual states. 
Nation-wide administration would not only be too complicated, it would so also 
endanger the autonomy of the state legislative. In addition, a federal program 
could be considered to be unconstitutional by the Supreme Court. However, 
Sydenstricker and Falk suggested that the federal government should provide 
guidelines along which the states could develop systems of health insurance. 
Any plan for nationally initiated health insurance had to deal with the problem 
of the distinction between the industrial and agricultural states. In most 
European countries, national health insurance had been targeted at the 
industrial workers. If, in the United States, a system of health insurance was 
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restricted to merely wage-earners and contract-laborers, the system would 
attain a regional character, as it would exclude the (Southern) states which 
were mainly agricultural. Therefore, Sydenstricker and Falk suggested to leave 
the question of which portion of the population to be included up to the 
individual states to decide. However, they did recommend the inclusion of all 
lower-income and poor Americans. 

7. The costs of cash payments to serve in partial replacement of wage loss are 
estimated as from 1 to l'/i per cent of payroll. 
8. The costs of health and medical services under health insurance, for the 
employed population with family earnings up to $3,000 a year, is not primarily a 
problem of finding new funds, but of budgeting present expenditures so that each 
family or worker carries an average risk rather than an uncertain risk. The 
population to be covered is accustomed to expend, on the average, about 4!4 per 
cent of its income for medical care. 
9. Existing health and medical services provided by public funds for certain 
diseases or for entire populations should be correlated with the services required 
under the contributory plan of health insurance. 
10. Health and medical services for persons without income, now mainly provided 
by public fund, could be absorbed into a contributory insurance system through 
the payment of relief or other public agencies of adjusted contributions of these 
classes. 

Again and again, Sydenstricker and Falk emphasized that the costs of the 
proposed national health insurance system would scarcely exceed the money 
already spent on medical care. It was mostly a question of redistributing costs, 
not of finding new funds. In their calculations, Sydenstricker and Falk had 
estimated that the more people included, the more efficient the system would 
be. On the basis of the entire population, they concluded that major extension 
of health insurance coverage could be obtained through only a minor increase 
of the average American family's annual spending on medical care. 

11. The role of the Federal Government is conceived to be principally (a) to 
establish minimum standards for health insurance practice and (b) to provide 
subsidies, grants, or other financial aids or incentives to States which undertake 
the development of health insurance systems which meet the Federal standards. 

One of the crucial questions was to which extent the federal government would 
or should participate in a system of national health insurance. The eleventh and 
final principle suggested that the role of the federal government would be 
moderate and limited. In their preliminarily reports, however, Sydenstricker 
and Falk presented a far more active role of the federal government. The 
"conditions which may be required" and "further suggestions" gave the federal 
government a powerful tool to influence state legislation. Only if a state could 
meet these "guidelines" it would be eligible for federal subsidies. 

Even though these eleven principles were backed up by extensive studies, 
their inclusion in the CES final report did not cause much controversy in 
Congress. Most attention was given to those programs which were included in 
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the economic security bill. Only the medical profession took notice of the 
eleven principles, but merely saw them as a sign of victory. In the Journal of 
the American Medical Association, Morris Fishbein proudly announced that 
the AMA was the only non-governmental organization which was specifically 
mentioned by name in the CES report.59 

SECOND ROUND WITH THE MEDICAL ADVISORY BOARD 

On January 29 and 30, 1935, the Medical Advisory Board met for a second 
time to discuss the plans as designed by Edgar Sydenstricker and LS. Falk. 
Disagreement immediately arose about the purpose of the meeting. Harvey 
Cushing objected to the fact that the members were invited to discuss how a 
system of national health insurance would be operated, not if national health 
insurance was desirable in the first place. Chairman Sydenstricker made clear 
that President Roosevelt had asked them to discuss a possible plan for national 
health insurance, regardless whether or not it would ever be enacted. "As to the 
merits of health insurance, we could sit here and debate for months."60 

Old arguments were repeated throughout the discussion. The majority of 
the physicians, believed that the doctor-patient relationship needed to be 
protected, while the social scientists called for some form of health insurance. 
Dr. R.G. Leland and Dr. Algie M. Simons suggested a compromise which 
could enable a moderate start of health insurance, without a movement toward 
group practice. They proposed that "all arrangements or contracts for service 
shall be with individual physicians only." This point was difficult to discuss, 
because there existed a false agreement: Sydenstricker and Falk had already 
reaffirmed the private practitioner's autonomy in the eleven general principles. 
Leland and Simons, however, wanted to completely block out the possibility of 
group practice within a health insurance scheme: "If any groups or organized 
body of physicians or of physicians and lay managers or assistants is permitted 
as an organization to enter as a body into the administrative or financial set-up 
of the system, this will tend to create inequality and discrimination within the 
system."61 

In a second proposal, Leland and Simons suggested the introduction of 
health insurance for so-called "catastrophic illness" only. When an extremely 
serious illness threatened the patient's economic security, the health insurance 
scheme would provide relief. Even though Sydenstricker and Falk stated that 
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such a program was not unsound in principle, they pointed out the difficulties 
of how to define a catastrophic illness. The physicians on the board, however, 
supported the Leland and Simons plan. As insurance for catastrophic illness 
would only be the last resort in extreme cases, it would not interfere with the 
organization of medical care. Sydenstricker embarrassed Dr. Simons by 
pointing out that the Leland/Simons plan was similar to the catastrophic health 
insurance plans of the Hitler administration in Nazi-Germany, which was not 
"a very high commendation." As Simons admitted, "I tell you it breaks my 
heart to have to agree with [Hitler], I will admit it, but it only indicates that he 
seems to be a fairly good politician and it evidently strikes him as the thing that 
will be popular."62 

However, the most challenging of all alternative proposals to 
Sydenstricker and Falk's national health insurance plan was the "coordinated 
plan to achieve health security" introduced by surgeon general Thomas Parran. 
Instead of national health insurance, he suggested, the existing public health 
services could be expanded to provide medical care to the lower-income 
population. Measures for the extension of maternal and infant care had already 
been included in the economic security bill. To extend these measures even 
further would only be a little step. "If we were to propose medical care as an 
optional way of meeting this problem of medical care rather than health 
insurance, we would be obligated, it seems to me, to see that that extension 
goes far enough to give to the same low income groups a comparable security 
against the costs of sickness."63 The physicians on the Medical Advisory Board 
welcomed this proposal, as it could provide an acceptable alternative to 
national health insurance. Sydenstricker did not denounce Parran's plan, but 
stated that it should be considered as "complementary" instead of as an 
alternative. "It doesn't cover the thing as fully as health insurance does."64 

Edwin Witte would later claim that, if a vote had been taken, the Medical 
Advisory Board probably would have voted in favor of national health 
insurance. However, according to Witte, a vote had not taken place because 
"those who were close to the inner circle of the American Medical Association" 
had obstructed the discussion.65 This conclusion is unlikely, as most of the 
members of the Medical Advisory Board preferred in fact Thomas Parran's 
plan of extending medical care over Sydenstricker and Falk's scheme of 
national health insurance. If the members had voted on any plan, Thomas 
Parran's plan probably would have been chosen as the most desirable scheme. 
With the exception of Dr. Stewart R. Roberts, all physicians on the Medical 
Board would eventually sign a "round robin" letter in which they recommended 
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that experiments with voluntary insurance needed to be done first, before a 
compulsory system of health insurance could be established.66 In the end, the 
second session with the Medical Advisory Board did not alter the content of 
Sydenstricker and Falk's studies at all. As their preliminary report of March 
1935 reads: "It is significant that the changes made as a result of these 
conferences did not require any important alteration in the general pattern of 
our proposed system of health insurance. We are therefore confident that the 
general pattern is sound."67 

THE ALLEGED INFLUENCE OF HARVEY CUSHING 

When in 1930, the president's son James married the brain surgeon's daughter 
Betsey, a warm friendship between their fathers began. Franklin Roosevelt and 
Harvey Cushing shared the same sense of humor which dominated their 
correspondence.68 Even though there was little room for politics in their 
relationship, Cushing did temper his initially hostile attitude toward the 
Medical Advisory Board after a luncheon with the president. Also, Cushing's 
suggestion that an interdepartmental committee for health and welfare 
activities be created was welcomed by Roosevelt, who replied, "I'm glad that 
again your mind runs along with mine."69 

Only twice did Cushing write Roosevelt on national health insurance. 
Commenting on his annual message to Congress of January 4, 1935, Cushing 
told Roosevelt, "I'm glad you did not stress immediate sickness insurance -
though friend Witte seems to be doing so." As far as Cushing was concerned, 
more time was needed to experiment on local level. Only then the cooperation 
of the medical profession could be secured. "This will be necessary to the 
success of any plan though public health officials backed by the Milbank Fund 
don't seem quite to realize this." In his reply to Cushing, Roosevelt ignored the 
subject of health insurance.70 While President Roosevelt seemed to ignore 
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Cushing's complaints, "friend" Edwin Witte was far more susceptible to 
Cushing's influence than Roosevelt was. After the second, once again 
disappointing, meeting of the Medical Advisory Board, Cushing sent two 
similar letter to express his grievances, one to Witte and one to President 
Roosevelt. As Cushing told Witte, "You are probably aware that the 
deliberations of the Medical Advisory Committee were controlled by a group of 
persons who have long been committed to a program of national health 
insurance." Cushing believed that Sydenstricker had not given serious attention 
to the proposal of Thomas Parran. As far as Cushing was concerned, the 
physicians on the board were "appointed merely to act as window-dressing," 
having been "manoeuvred" into endorsing Sydenstricker's prearranged 
program. Moreover, Cushing believed that his membership of the board placed 
him "in the false position before the medical profession of being an advocate of 
compulsory sickness insurance."71 

Harvey Cushing's actions infuriated Sydenstricker. During the two-day 
meeting of the Medical Advisory Board, Cushing had been very cooperative. 
Complaining to Witte and Roosevelt afterwards was clearly an attempt to 
obstruct what little progress had been made. When Witte merely sent Cushing 
a polite reply, instead of a rebuttal, he seemed to have given in to the brain 
surgeon's pressures. Sydenstricker complained that now the AMA could 
misuse Witte's words at the upcoming special session of the AMA House of 
Delegates. Witte did not understand the harsh reaction of Sydenstricker and 
how his reply could "possibly give encouragement to the enemy." As he 
explained, "The only other reply that could possibly have been given to Dr. 
Cushing.is virtually call him a liar."72 Sydenstricker was even more upset when 
Witte not only sent a friendly reply to Cushing, but also showed Cushing's 
letter to the cabinet members of the CES. At the meeting of the Cabinet 
Committee, Sydenstricker brought up the subject so that he could give his side 
of the story. "We have all seen it" was the only reaction of Frances Perkins, 
ignoring Sydenstricker's attempt to expose Cushing's misrepresentation. "I felt 
that I was rather left hanging out on a limb unless I could get the facts of the 
case stated before the Committee as well as before those who deliberately 
misinterpreted what happened."73 

Roosevelt seemed far less impressed by Cushing's grievances than the 
CES cabinet members were. Even though he did agree with Cushing that 
Thomas Parran's proposal to expand "the existing machinery" of medical care 
was "worthwhile considering," Roosevelt did not go into the alleged 
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mistreatment of the physicians. Instead he wrote: "Bets was here the other 
evening - she is an understanding and very wise young lady."74 Perhaps he 
implied that Cushing should follow his daughter's example and be wise enough 
to drop the subject. Whether true or not, Cushing never wrote Roosevelt on 
national health insurance again. 

At the beginning of the Medical Advisory Board's second meeting, 
Sydenstricker had reminded Cushing that "the job that the President and the 
Cabinet have given us" was "to find out under what conditions, if and when 
health insurance does come, it can best be worked out."75 Yet, Sydenstricker 
and Falk seemed to forget just that. Roosevelt wanted them to design a possible 
plan which could be used in the future, not a blueprint for legislation to be 
enacted on short notice. National health insurance was merely one option to 
Roosevelt. The extension of medical care was another. No one seemed to doubt, 
including the physicians and lay reformers, that the subsidizing of medical 
research and facilities would lead to better medical care. Roosevelt's 
willingness to consider other options cannot be ascribed to the influence of 
Harvey Cushing. However, Cushing is to some extent responsible for Witte's 
growing fear that national health insurance would undermine the entire Social 
Security Act. 

Historian Daniel Hirshfield has suggested that Cushing's actions were 
motivated by his eagerness to become AMA president.76 This suggestion seems 
valid, as the meeting of the Medical Advisory Board was immediately followed 
by a special session of the AMA's House of Delegates, only the second in its 
history, solely dedicated to the issue of health insurance. At the second day of 
the session, January 16, 1935, the AMA's official position was announced: 
"The House of Delegates of the American Medical Association reaffirms its 
opposition to all forms of compulsory sickness insurance whether administered 
by the federal government, the governments of individual states, or by any 
individual industry, community or singular body." 77 Edwin Witte believed that 
the AMA's cooperation in the Medical Advisory Board had merely been based 
on their attempt "to heal the split in the medical profession over this issue."78 

This suspicion was confirmed when AMA president Walter Bierring sent a 
letter to secretary of labor Frances Perkins (one day before the special session) 
in which he stated that: "I am more firmly convinced than ever that any plan 
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for the delivery of medical service under federal or state control is not advisable 
or adaptable for this country at this time."79 

By then, the AMA's opposition to national health insurance had become 
even more fierce. In the Journal of the American Medical Association, national 
health insurance was presented as an un-American menace to the public health, 
undermining the traditional American values of individualism and self-reliance, 
resulting in "a different American from those who brought our nation to its present 
high place among civilized people."80 In the "Foreign Letters" column, AMA 
correspondents reported on the European experience with national health insurance, 
specifically on the programs in Great Britain, France, and Nazi-Germany. 
According to the London correspondent, the Britons lived under "complete medical 
Socialism." Even though the insured population seemed to be better off than before 
the introduction of national health insurance, the system led to an increase of 
sickness: "That there is a considerable waste of money because so many of the 
insured like to take medicine, for which they do not have to pay, seems beyond 
question." Similar stories appeared on the experiences in France and Nazi-
Germany. The correspondent in Paris reported that the French social insurance law 
was not only unsuccessful, but also extremely unpopular among both the physicians 
and the population. In the same article, an anonymous German surgeon "of 
international reputation" was quoted: "Our country is like a huge hospital, a 
community of invalids, where every individual tries to grab as much as possible out 
of the big indemnity bag into which he pours his contributions." Overall, the 
European programs were perceived as methods of socialist parties and labor unions 
to take over the medical profession and even society as a whole, all at the expense of 
the population. As the Journal concluded, "Whence the money for the payment of 
medical benefit is to come, it can only be from the taxpayer, who in the view of this 
socialist body is a beast of burden that does not even deserve to be mentioned for the 
service to be put on him."8' 

The AMA had established a special reference committee to study and 
propose policies concerning health insurance and state medicine. In its report, 
which was endorsed by the AMA House of Delegates, the reference committee 
recommended that the "local medical organizations ... establish plans for the 
provision of adequate medical service for all the people, adjusted to present 
economic conditions, by voluntary budgeting to meet the costs of illness." The 
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committee was seemingly positive about the eleven general principles of 
Sydenstricker and Falk, but did state that "so many inconsistencies and 
incompatibilities are apparent in the report of the President's Committee on 
Economic Security thus far presented that many more facts and details are 
necessary for a proper consideration."82 

The reference committee recommended that the AMA Bureau of Medical 
Economics would continue its study of "model skeleton plans adapted to the 
needs of populations of various types." Building on the AMA's ten principles 
that had been adopted one year earlier, the AMA House of Delegates 
encouraged the experimentation by local medical societies in establishing 
possible systems of voluntary health insurance, as long as they would remain 
under complete control by the local medical profession. In its attempt to defeat 
national (thus compulsory) health insurance, the AMA gradually moved from 
opposing any form of health insurance to cautiously promoting voluntary 
health insurance. As historian Elton Rayack describes, "The metamorphosis 
from passionate enemy to reluctant lover had been completed with the threat of 
compulsory insurance functioning as the catalytic agent."83 The lay reformers 
saw the recent developments in a different light. As Michael M. Davis wrote 
LS. Falk, "How nice for the AMA to take the ball out of our hands, cover it 
with tar, and start it rolling ahead during the summer weather!"84 

THE UNPUBLISHED REPORT 

By July 1935, the AMA had concluded that the CES report on national health 
insurance had not been written.85 But after several preliminary drafts, 
Sydenstricker and Falk finally submitted their final report to the CES staff. 
Moreover, a National Health Insurance bill based on their report was being 
drafted.86 Sydenstricker realized that getting the report out while the economic 
security bill was still pending might "gum the works a bit." He expected, 
however, that the report would be published soon thereafter, which Altmeyer 
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confirmed.87 As Sydenstricker wrote Falk: "The CES report to the President 
was signed by all members of the Committee and I understand has been 
submitted to the President. I gather that it will undoubtedly be published but 
the President, as yet, has not transmitted it to Congress. I imagine that he has 
stirred up so much racket over his so-called 'soak the rich' tax program, that he 
doesn't want to put in any more proposals before Congress just now." 
President Roosevelt had told Frances Perkins to file the report in favor of 
national health insurance, but to refrain from any action until he had decided 
what to do with it.89 

On August 14, 1935, President Roosevelt signed the Social Security Act, 
which included the establishment of the Social Security Board. After Altmeyer 
had been appointed to the board, he wrote Roosevelt's secretary Stephen Early 
to question what needed to be done with the health insurance report. Although 
he did not underestimate the "dynamite" it contained, Altmeyer did believe that 
the report described a politically feasible national health plan. 

As you know, some of the officials of the American Medical Association are 
bitterly opposed to what is commonly termed compulsory health insurance which 
usually includes both cash benefits and provision for medical costs. However, the 
Committee on Economic Security took all of this into account and believes that it 
has suggested a practical program which will go far toward meeting such 
opposition since it separates out cash disability benefits from systems for bearing 
the cost of medical care. 

Early ordered his secretary Dorothy Jones to tell Altmeyer over the phone that 
it was an "old report - [and the president] hopes no publicity will be given it. 
Just forget about it."90 On September 25, 1935, Frances Perkins told Altmeyer 
that the report should not be published at the time, as President Roosevelt 
wanted "no action in Congress next year."91 

At the end of the year 1935, little had happened to the report. John 
Kingsbury openly criticized the AMA for obstructing the Social Security Act, 
which had resulted in the exclusion of national health insurance. Morris 
Fishbein replied harshly, "Mr. Kingsbury talks like a disappointed man who 
lost his job." Altmeyer immediately replied by assuring that health insurance 
was not out of the picture, but refused to comment on Kingsbury's charge that 
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the medical profession had killed health insurance.92 The report itself was 
never published. On January 14, 1936, Roosevelt forwarded it to the Social 
Security Board for further study.93 

By then, President Roosevelt seemed to have come to the conclusion that 
extending the supply of medical care was preferable over guaranteeing access 
to medical care. At the dedication of the Medical Center in Jersey City, 
partially financed by the federal government, Roosevelt proclaimed that "we 
must do more, much more, to help the small-income families in time of 
sickness." National health insurance, however, would not be the way to achieve 
that goal. Speaking before an audience consisting almost entirely of medical 
professionals, Roosevelt concluded: "The overwhelming majority of the doctors 
of the Nation want medicine kept out of politics. On occasions in the past 
attempts have been made to put medicine into politics. Such attempts have 
always failed and always will fail."94 Either Roosevelt wanted to please his 
audience on this special occasion, or he had indeed concluded that extending 
the supply of medical care meant keeping medicine out of politics. 

How DECISIVE WAS THE OPPOSITION OF THE MEDICAL PROFESSION? 

In later years, Edwin Witte would claim again and again that it had been his 
"original belief' that health insurance was not politically feasible, mainly due 
to the opposition of the medical profession. This vision became authorized 
when Frances Perkins wrote in the introduction to Witte's The Development of 
the Social Security Act: "For the sake of passing the Social Security bill, we 
postponed the introduction of the bill on health insurance as the opposition was 
so great from the American Medical Association (principally) that it would 
have killed the whole Social Security Act if it had been pressed at that time."95 
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However, only Witte, and to a lesser extent Perkins and Arthur Altmeyer, was 
genuinely taken aback by the opposition of the medical profession. Through 
their work at the Milbank Fund, Edgar Sydenstricker and LS. Falk were 
already accustomed to the medical profession's attitude. Also Harry Hopkins 
and President Roosevelt himself had anticipated opposition from the AMA. 

As Sydenstricker told Witte, "Of course, the whole trouble is that we are 
paying entirely too much attention to this group of reactionary physicians who 
are in control of the American Medical Association." He was right to point out 
that the strong opposition to health insurance was limited to a small group of 
people, even if the majority of physicians was not in favor of health insurance. 
"I believe that if the Committee on Economic Security took a strong 
unequivocal stand on health insurance in transmitting the draft report to the 
President, and if the President would come out in favor of it, although not now 
proposing legislation, the President would not be put in the embarrassing 
position of having been licked by a group of doctors."96 Social security expert 
Wilbur Cohen would later confirm the belief that if in 1935 Roosevelt had 
wanted to include national health insurance in the Social Security Act, he 
"could have made a few fireside chats and he could have carried it along."9 

The AMA leaders were "playing with fire," as even Witte had to admit: "If 
they keep on cutting corners they run the risk that the President may tell the 
American people what he thinks of them."98 However, President Roosevelt had 
more to consider than the opposition of the medical profession alone. 
Opposition to the New Deal was growing in Congress. In the summer of 1935, 
Roosevelt told his Hyde Park neighbor Gerald Morgan that he doubted if 
national health insurance would come up in the next session of Congress: "The 
latter is exhausted by my suggestions!"99 

According to historian Daniel Hirshfield, national health insurance failed 
in the 1930s because of the inability of the Roosevelt administration to achieve 
public support. "The immediate cause [why national health insurance failed] 
was the superiority of the political tactics and strategy of the anti-insurance 
forces. The more fundamental cause was the lack of any broadly based public 
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feeling that medical care needed a reform as drastic as compulsory health 
insurance seemed to be."100 Undoubtedly, national health insurance would have 
been more politically feasible if it had been supported by a broad popular 
movement, as was the case with old-age assistance. "We have to have it," 
Perkins remembered Roosevelt saying, "The Congress can't stand the pressure 
of the Townsend Plan unless we have a real old-age insurance system."101 Even 
though national health insurance lacked active popular support, polls showed 
that the public in principle favored such a program. The assumption that a 
dominant public philosophy of individualism and self-reliance made enactment 
of national health insurance impossible cannot be sustained. The same 
argument could be made for the programs of the Social Security Act which 
were enacted. Moreover, the Social Security Act also included programs which 
were not supported by a broad public movement, such as the vocational 
rehabilitation program. 

More important was the lack of support from public interest groups such 
as labor unions and business. Only a few notable public figures clearly 
expressed their hope that Roosevelt would enact a form of national health 
insurance, but these individuals were exceptions.102 Those public figures who, 
in March 1935, were sent a draft copy of the health insurance report, showed a 
polite interest, but all concluded that the time had not yet come for such a far-
reaching program.103 Whether or not, as historian Alan Derickson has said of 
the American Federation of Labor (AFL), the Social Security Act "immediately 
fostered a desire to add insurance protection for those unable to pay for health 
care," national health insurance was never labor's top priority. Even AFL 
president William Green, known to be in favor, considered unemployment 
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insurance more important.104 Progressive businessman Marion Folsom of 
Eastman Kodak believed that the Social Security Act "should be enough for a 
start." As he would later remember, there were only a few people "pushing" for 
national health insurance at that time, really nothing "for the medical boys to 
get excited over."105 

In addition to the general lack of support, national health insurance could 
also endanger the fragile compromise between the Roosevelt administration 
and the Southern Democrats. In The Color of Welfare, Jill Quadagno argues 
that a compromise between the Roosevelt administration and the Southern 
Democrats led to the exclusion of agricultural workers and domestic servants 
from the Social Security Act. As a result, the industrial workers in the North 
were included in a relatively comprehensive welfare state, while in the South 
the majority of the population was excluded. Moreover, since most African 
Americans were agricultural workers or domestic servants, and not industrial 
workers, the Social Security Act did not force the Southern states to provide 
economic security to the black population. If they had been included, as 
Quadagno implies, the Social Security Act would have never received the 
crucial support of the Southern Democrats.106 

Quadagno's argument can also partially explain why national health 
insurance was not included in the Social Security Act. Racial inequality, so 
carefully circumvented in the Social Security Act, could reenter the discussion 
through national health insurance. While the AMA vigorously opposed 
national health insurance, its African-American counterpart, the National 
Medical Association (NMA), recognized that national health insurance could 
improve the access to medical care for the relatively poor black population. The 
National Association for the Advancement of Colored People (NAACP) shared 
this view. In 1934, NAACP secretary Walter White urged Roosevelt "to stress 
upon the coming Congress the need of health insurance."107 

The social security policymakers, however, did not perceive race to be a 
decisive issue. They argued (and sincerely believed) that the exclusion of 
agricultural workers and domestic servants had been a practical decision. As 
Edward D. Berkowitz explains, "Unlike large industrial employers, farmers 
[and housewives], according to a popular prejudice that the Social Security 
planners did not challenge, kept poor records of their payroll, and in many 
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cases hired live-in help, which meant that part of the laborer's income took the 
form of room and board."108 Edgar Sydenstricker and LS. Falk also ignored 
race in their design of a "universal" national health insurance program. In their 
studies they stated that the calculations were based on the costs of the "average 
white American family." The non-white population, described as the "more 
limited insured" and "atypical in its composition," could be included in the 
general program.109 However, in the end the African Americans were excluded 
from the national health insurance plan in the same manner as they were 
excluded from the Social Security Act. In the final report Sydenstricker and 
Falk had to conclude that "certain groups of persons" such as "farmers and 
farm laborers, domestic servants, [and] employees of small establishments" 
were difficult to include in the system. "Such persons may not be required to be 
insured by law, but should be admissible to insurance on a voluntary basis if 
within the income limits specified."110 

AFTERMATH 

In November 1935, Edgar Sydenstricker told the technical board of the 
Milbank Fund that, once Falk had finished his studies in December, their work 
on national health insurance would be finished. Even though everyone agreed 
that the work done so far was of great importance, further strategies were not 
clear. According to the physicians on the board, James Alexander Miller and 
John Wyckoff, further studies should be done under the auspices of the medical 
profession, merely financed by the Milbank Fund. New York reformer Homer 
Folks, on the contrary, believed that national health insurance was too 
important to be left entirely to the medical profession. Falk, finally, said that 
national health insurance was perhaps too controversial to handle, and the 
board agreed that the Milbank Fund should focus on its other, smaller and less 
controversial, projects.111 

Edgar Sydenstricker was extremely disappointed by the CES' failure to 
recommend national health insurance. In articles and presentations he 
criticized the Social Security Act for being inadequate and continued to 
promote the CES eleven principles on medical care. Emphasizing that his 
views "should not be interpreted in any way as reflecting the view of the 
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Committee on Economic Security," Edgar Sydenstricker called for an extension 
of the Social Security Act to include a comprehensive program of national 
health insurance.112 Edwin Witte, on the contrary, had come to the conclusion 
that the federal government should leave the whole issue to the medical 
profession: "I am willing to let the profession decide what it wants to do about 
health insurance, but I urge the doctors to see the realities of the situation." As 
Witte believed, if the medical profession would continue to do nothing, 
American medical care would drift toward socialized medicine. Therefore, 
action was needed: "What the medical profession decides should be done will 
be given great weight by the American people, but if it offers nothing 
constructive, present trends will probably continue and be accelerated."113 

While Sydenstricker and Witte seemed have to given up on the issue, Falk 
continued to study national health insurance. He spent the summer of 1935 in 
Europe doing research for his book Security Against Sickness. This study 
corresponded for a large extent to the CES final report. In his study, Falk 
blamed the medical profession for the failure of national health insurance. "Not 
uncommonly, the mention of health insurance raises in the minds of medical 
practitioners the bogey of 'state medicine' or 'socialized medicine.' This fear 
rests upon a misunderstanding of the relation of medical practitioners to health 
insurance." As Falk believed, the medical profession failed to realize that 
national health insurance was "not a system of medical practice," but instead "a 
system of paying the costs of sickness through budgeting and prepayment."114 

Falk dedicated Security Against Sickness to Edgar L. Sydenstricker, who, at the 
age of fifty-five, had died in 1936, a year after national health insurance had 
been excluded from the Social Security Act. 

Even though national health insurance had been excluded from the Social 
Security Act, the newly established Social Security Board continued to study 
the issue. The Social Security Board was an independent federal agency under 
the supervision of the president. This independence made the Social Security 
Board relatively autonomous in pursuing its strategies of strengthening and 
extending the social security system.115 When LS. Falk was asked to head the 
Bureau of Research and Statistics, the research division of the Social Security 
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Board, the studies of national health insurance within social security could be 
continued. "I have been appointed Principal Medical Economist by the Social 
Security Board and am asked to report to Washington on the first possible 
day," as Falk proudly told John Kingsbury on Thanksgiving Day, November 
26, 1936. Before going to Washington, Falk wanted to meet with Kingsbury to 
discuss the broad outlines of a national health plan. "I am hoping little or 
nothing will be said about my appointment for a while - at least until I can get 
the broad outlines of the program [Walton] Hamilton and I have in mind under 
way before any concerted opposition makes itself felt in high quarters."116 

Perhaps surprisingly, his appointment caused less controversy in Washington, 
DC, than Falk had anticipated. 

CONCLUSION 

Even without national health insurance, the enactment of the Social Security 
Act was fundamental in the development of the American federal welfare state. 
The success of the Social Security Act tended to overshadow the defeat of 
national health insurance. Paul Douglas' one-paragraph account in his study 
Social Security in the United States: An Analysis and Appraisal of the Federal 
Social Security Act, published in 1936, is characteristic of how "the omission 
of health insurance" was generally depicted: 

No proposal was advanced by the committee for health insurance. This was the 
result of four sets of factors. In the first place it was thought this would overload 
the program. Secondly the full details of a proper plan had not been generally 
worked out. Public sentiment moreover had not yet been deeply aroused in favor 
of it. Finally the opposition of the leaders of the American Medical Association 
and of most state associations was intense, bitter and persistent. Grants for public 
health work were proposed, however, as a forward step.117 

Even though the AMA's opposition to national health insurance has influenced 
the outcome, there were more compelling reasons for the Roosevelt 
administration to prefer the extension of medical care over the inclusion of a 
national health insurance program. 

From the start, the Roosevelt administration and the CES were in 
principle favorable toward national health insurance. Edwin Witte's later claim 
that national health insurance had always been considered to be of lesser 
importance cannot be sustained. The choice of Edgar Sydenstricker and LS. 
Falk as main participants in the study on medical care clearly indicates that 
national health insurance was a serious option. Both Sydenstricker and Falk, 
through their work with the Committee on the Costs of Medical Care and at the 
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Milbank Memorial Fund, were publicly known for advocating national health 
insurance. More important, all throughout the studies, the CES had repeatedly 
approved the preliminary reports presented by Sydenstricker and Falk. It was 
never questioned if national health insurance was preferable, only whether it 
was politically feasible. 

Nevertheless, both President Franklin Roosevelt and the CES (Frances 
Perkins and Edwin Witte in particular), soon placed a higher priority on 
unemployment compensation and old-age pensions. Due to this preference, the 
Roosevelt administration was less likely to put on a fight for national health 
insurance. The decision to drop national health insurance from the immediate 
CES program, taken right after the disappointing first meeting of the Medical 
Advisory Board in November 1934, was relatively easy. Only Sydenstricker 
and Falk, as main draftsmen of the health insurance proposal, were extremely 
upset by the CES' surrender to the medical profession. The opposition of the 
AMA convinced the CES cabinet members that national health insurance 
would endanger the entire Social Security Act. Even though Roosevelt himself 
was not intimidated by the opposition, he had no compelling reason to deviate 
from the CES recommendations. Even without the opposition of AMA, the 
inclusion of national health insurance would have made the Social Security Act 
more controversial. Extending the supply of medical care seemed a far more 
preferable option. Moreover, President Roosevelt believed that through 
incremental reform, national health insurance could be added in the future -
after a sound system of social security had been established and after federal 
investments had extended the medical care which national health insurance 
was supposed to pay for. 

Before President Roosevelt became president, the advocates of national 
health insurance worked for private organizations. With the establishment of 
the Social Security Board, the intellectuals of the Wisconsin school and the 
Milbank Memorial Fund had become the social security policymakers of the 
federal government. Even though national health insurance had been excluded 
from the Social Security Act, social security policymakers such as LS. Falk and 
Wilbur Cohen were now able to continue their efforts of expanding the social 
security system. To them, the establishment of a national health insurance 
program seemed to be just a matter of time. 



Ill: MORE HOSPITALS, MORE DOCTORS, MORE SPECIALISTS 

In addition to the foundation of the American welfare state on federal level, the 
Social Security Act was the beginning of the Social Security Board. John G. 
Winant, former governor of New Hampshire, was appointed chairman. The 
other two board members were Arthur Altmeyer and Vincent Myles, a lawyer 
from Arkansas. The appointment of Winant, a Republican, reaffirmed the 
bipartisan character of the Social Security Board. Nevertheless, during the 
presidential election campaign of 1936, Republicans remained critical of social 
security and did not hesitate to denounce the program as a popular vehicle of 
the Democratic Party. The social security policymakers believed that such 
criticism was unfair. Similar to the intellectuals of the early national health 
insurance movement, they viewed themselves as being above party politics, 
designing policy not based on political alignment but based on objective and 
scientific data. They were, in the words of Edward D. Berkowitz and Kim 
McQuaid, "a new breed of federal bureaucrats" with a strong sense of loyalty to 
the social security program.1 In those early days, as LS. Falk remembered, the 
social security policymakers showed an "almost feverish but very enthusiastic, 
almost fanatical, devotion to the task of making the Social Security program 
something real."2 

In addition to implementing and administrating the social security 
program, the Social Security Board was responsible for the planning of future 
policy. Section 702 of the Social Security Act had given the Social Security 
Board the "duty of studying and making recommendations as to the most 
effective methods of providing economic security through social insurance, and 
as to legislation and matters of administrative policy concerning old-age 
pensions, unemployment compensation, accident compensation, and related 
subjects." Initially, health insurance had been included as one of the subjects to 
be studied, but this was changed into "related subjects" in the House 
Committee on Ways and Means.3 The explicit mentioning of health insurance 
proved to be too controversial. According to LS. Falk, the deletion of the word 
"health insurance" was due to the "shrieking" from the AMA: 

We yielded readily to that to relieve the pain and anguish of members of the 
committee who were being flooded by telephone calls and telegrams and letters 
and personal calls, not because we were yielding to them in excluding the field 
but because [Arthur] Altmeyer, [Edwin] Witte and I (whether Ed Sydenstricker 

Edward D. Berkowitz and Kim McQuaid, Creating the Welfare State: The Political 
Economy of Twentieth-Century Reform, revised edition (Lawrence: University 
Press of Kansas, 1992), 128-129. 
IS. Falk interviewed by Peter A. Corning, 23 October 1968, Columbia University 
Oral History Collection (microfiche edition, Roosevelt Study Center), 148. 
Evelyn F. Boyer to Falk, "Legislative History of Section 702 of the Social Security 
Act, as Amended," 3 June 1947, Falk Papers, box 45, folder 291, Yale Library. 



84 ... And the Pursuit of National Health 

was in on that, I don't remember) were of the opinion that we had broad enough 
language without these specific words. It weakened the position somewhat in the 
subsequent pursuit of health insurance studies but didn't exclude the field from 
the study areas of the Social Security Board. 

In its studies, the Social Security Board worked together with the Public Health 
Service (PHS). To avoid duplication, the two federal agencies discussed how 
the duties of study should be distributed. The Social Security Board's main 
interest was in the programs which were based on the social insurance 
principle, including disability insurance and the "foreign experience" with 
national health insurance. The PHS, on the contrary, focused its studies on the 
possibilities to extend the already existing public health programs.5 As head of 
the Bureau of Research and Statistics, the division of the Social Security Board 
that was mainly responsible for policy planning, LS. Falk was able to direct the 
studies in the direction he preferred. Falk's preference for national health 
insurance was well known and he could be expected to continue his efforts 
through the Social Security Board. Although health insurance was not 
explicitly mentioned in the list of policies to be studied, health insurance 
planning became the main subject of the Bureau of Research and Statistics.6 

ESTHER LAPE AND THE COMMITTEE OF 430 DOCTORS 

As the Social Security Board was studying the possible ways to extend the 
Social Security Act to include some form of national health insurance, it could 
have been expected that the next movement in medical care would be an 
initiative by the federal government. Instead, not the Social Security Board but 
the American Foundation, a private organization founded by the philanthropist 
Edward Bok, was responsible for the next step. Esther Everett Lape, member
in-charge of the American Foundation and an intimate friend of first lady 
Eleanor Roosevelt, had started a research project in which physicians were 
requested to give their views on the organization of medical care. lohn Winant, 
the recently appointed chairman of the Social Security Board, was one of the 
American Foundation's board members. "My own judgment was that it v/ould 
probably be better for us not to exploit this new connection of yours in any 
way," as Lape told Winant, suggesting to refer to him merely as former 
governor of New Hampshire. "But this may be a morbid idea!"7 Another 
federal official, surgeon general Thomas Parran, joined the medical advisory 
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committee of the American Foundation. President Roosevelt was fully aware of 
the involvement of the two federal officials and he believed that there was "not 
the slightest" reason for them to refrain from participation.8 Roosevelt only 
wanted to know for sure whether or not Lape's plans were "going to work in or 
be in opposition to any of the things which are now being done in the 
Government." First lady Eleanor Roosevelt assured her husband that Lape was 
"not coming out for any specific thing but [was] trying to gather a multitude of 
opinions and pick out what is the best opinion in the medical profession on a 
variety of subjects."9 

According to Esther Lape, the discussion on medical care had been 
focused too much on the conflict between reformers and the medical profession 
as represented by the AMA. With her committee, Lape wanted to succeed 
where the CCMC had failed by getting beyond the rigid position of the 
organized medical profession. She was looking for "a competent group of 
medical men" that could provide a fresh approach to the problem of inadequate 
medical care for the lower-income and poor Americans.10 Accordingly, Lape 
sent letters to 2,500 physicians who all had been in practice for at least twenty 
years, asking them to express their views on the issue of medical care without 
returning to the old arguments. "What we should really like to have is your free 
expression as to whether your years of experience have led you to feel that any 
essential change in the present organization of medical service is needed."" In 
addition, she sent the letter to younger physicians who had been in practice for 
five years or less. By 1937, Esther Lape had collected and published the 
statements in a 1500-page, two-volume report entitled American Medicine: 
Expert Testimony Out of Court. To reach a broader audience, Lape also 
published a summary of the report in several newspapers and magazines, 
including the New York Times and the Atlantic Monthly. 

Fourteen of the physicians who had participated in the study of the 
American Foundation, most of them affiliated with prominent medical schools, 
subsequently wrote the manifesto "Principles and Proposals" in which they 
called for a partnership between the federal government, medical schools, and 
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10 Lape to Winant, 18 November 1936, John Winant Papers, box 153, FDR Library 
11 Esther Lape, "Salt Meadow: From the Perspective of a Half Century" [unpublished 

memoirs], undated, 65, Esther Lape Papers, box 6, FDR Library. Esther Lape, 
"The Health of the Nation," Atlantic Monthly (April 1937), 463473. Copy of 
sample letter of Lape to physicians, 14 November 1935, enclosed in Lape to 
Eleanor Roosevelt, 16 November 1935. Eleanor Roosevelt replied that same day: "I 
think your letter is very good and it should bring you some very valuable 
information." Eleanor Roosevelt to Lape, 16 November 1935, Eleanor Roosevelt 
Papers, Personal Letters, FDR Library. 
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hospitals. They did not advocate national health insurance. As these physicians 
argued, federal subsidizing of medical care and research could lead to a higher 
standard of quality and also guarantee access to medical care for the lower-
income and poor Americans.12 Eventually, the manifesto was signed by 430 
physicians, referred to as the Committee of 430 Doctors. One of the drafters of 
the manifesto, Hugh Cabot, a consulting surgeon at the Mayo Clinic in 
Minnesota, seemed to personify the position of the medical specialists, who, 
unlike the AMA, preferred group practice. According to Cabot, the position of 
the AMA was "pure fascism." The AMA acted more as a trade union than as a 
body representing the medical profession.13 Nevertheless, the specialists did not 
favor national health insurance either. They believed that the answer to the 
problem of inadequate medical care was group practice, making the hospital 
"the center for the distribution of scientific medicine." As Hugh Cabot 
suggested, "the attempt to ameliorate the situation by legislation looking to 
compulsory health insurance has tended to distract attention from the much 
broader problem which is to put within the reach of substantially the whole 
population of the country, scientific medicine based upon scientific progress 
and offered by well-equipped, well-organized, and well-trained physicians."14 

The lay reformers may have agreed with many of the principles and 
proposals presented by the Committee of 430 Doctors, they were clearly 
irritated by the fact that they had been excluded from the deliberations. As LS. 
Falk told John Kingsbury, "I cannot fail to be amused that Miss Lape hopes 
'that this may form the first step of a discussion which will be broadened to 
include social scientists, economists and governmental planners.' You and I 
might have supposed that the first step was taken long, long ago."15 After Lape 
had sent him a copy of her report, Kingsbury could not resist ridiculing her 
efforts in a letter to Falk: "You should see the galley proof [Lape] has sent me! 
The package, which pardon me I have not yet opened, weighs ten pounds, 2'/2" 
by 6/2" by 25". This is the exact weight and measurement!! I think I shall 
bring it to Washington with me and we can then decide whether or not to hold 

12 The "Principles and Proposals" are enclosed in Lape to Winant, 8 June 1937, 
Winant Papers, box 153, FDR Library. Daniel M. Fox, Health Policies, Health 
Politics: The British and American Experience, 1911-1965 (Princeton: Princeton 
University Press, 1986), 87-88; Joseph P. Lash, Eleanor and Franklin: The story of 
their relationship, based on Eleanor Roosevelt's private papers (New York: W.W. 
Norton & Company, 1971), 465-467. 

13 Hugh Cabot to Esther Lape, not dated, enclosed in Lape to Eleanor Roosevelt, 7 
July 1937, Eleanor Roosevelt Papers, Personal Letters, FDR Library. 

14 Hugh Cabot, "The Case Against Compulsory Health Insurance with Suggestions for 
Other Experimental Procedures," enclosed in Hugh Cabot to Josephine Roche, 11 
July 1938, Papers of the President's Interdepartmental Committee to Coordinate 
Health and Welfare Activities, box 8, FDR Library. 

15 Falk to Kingsbury, 30 March 1937, Kingsbury Papers, series B, box 9, Library of 
Congress, Manuscript Division. Falk did add, "However, all this may be too petty." 
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an autopsy."16 However, Esther Lape may have been an "outsider" in the field 
of medical care and health insurance, she was an "insider" at the White House. 
She succeeded where the lay reformers had failed, namely in getting President 
Roosevelt personally involved. 

Even though the American Foundation had no official connection to the 
federal government, the Roosevelt administration worked closely together with 
Esther Lape and her physicians. Disappointed by the hostile opposition of the 
AMA, the Roosevelt administration hoped to obtain support of the medical 
profession as represented by the Committee of 430 Doctors. At the suggestion 
of John Winant, Esther Lape met with several officials of the federal 
government to discuss the studies of the American Foundation. President 
Roosevelt knew of such a meeting and told his wife Eleanor, "I hope Esther 
Lape will go."17 In September 1937, Lape met with surgeon general Thomas 
Parran, assistant secretary of the treasury Josephine Roche, John Winant, Harry 
Hopkins, and Arthur Altmeyer at the Brookings Institution to discuss the role 
of the federal government in medical care. Even though "no definite 
conclusions were reached," it was "generally agreed that a program for the 
construction of the medical care facilities was the most concrete proposal for 
immediate action and was more likely to meet popular approval than the other 
phases of the program would at this time."18 

The next step was a personal meeting with President Roosevelt. At first, 
Roosevelt was reluctant to meet Lape's group. "Franklin does not feel sure of 
himself in these areas," as Eleanor Roosevelt told Lape. Also, Roosevelt 
believed that, by associating himself with these physicians, "he would in some 
way have to line up with someone and he was not ready to do that." Lape 
reassured the first lady that the physicians had "no 'program' in their fist" and 
that "they will not exploit or publicize [the] opportunity to talk informally with 
the President."20 Eleanor Roosevelt gave in. Dinner with the president was out 
of the question, but she invited Lape and the physicians over for lunch. As 
Lape reported to John Winant, President Roosevelt told the physicians he felt 
as "a lone pupil with six teachers." He agreed with the principles and 
proposals, but repeated that his main concern was the cooperation of the 
medical profession. The proposals could only succeed if there was a broad 

16 Kingsbury to Falk, 2 April 1937, Kingsbury Papers, series B, box 9, Library of 
Congress, Manuscript Division. 

17 Lape to Eleanor Roosevelt, 7 July 1937, Roosevelt to Eleanor Roosevelt, 9 July 
1937, Eleanor Roosevelt Papers, Personal Letters, FDR Library. 

18 "Minutes of Conference Re. Medical Care," 28 September 1937, Papers of the 
President's Interdepartmental Committee to Coordinate Health and Welfare 
Activities, box 43, FDR Library. 

19 Lape, "Salt Meadow," 66. Eleanor Roosevelt to Lape, 10 February 1937, Eleanor 
Roosevelt Papers, Personal Letters, FDR Library. 

20 Memo enclosed in Lape to Eleanor Roosevelt, "Saturday night" [early 1937], 
Eleanor Roosevelt Papers, Personal Letters, FDR Library. 
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support throughout the nation. Only then, federal legislation could be designed, 
which had to be "the result of a demand from the medical profession, supported 
by the public, rather than the initiative of a paternalistic government imposing 
a program from above."21 Roosevelt's interest was revived, especially in 
guaranteeing access for the welfare poor. As the president admitted to Esther 
Lape, '7 am interested in furnishing some medical care to the submerged tenth 
of the population."22 

Even though ridiculed by the original group of lay reformers, Esther 
Lape's effort did bring medical care back to President Roosevelt's attention, 
which alarmed the AMA. The AMA leaders immediately, in Lape's words, 
"stole" the principles and proposals of the manifesto by endorsing them, but 
"tacked on some nullifying clauses designing to lodge everything with the 
American Medical Association."23 The AMA wanted to strengthen the position 
of the private practitioner, which was under attack by the emphasis on medical 
science as promoted by the Committee of 430 Doctors. The autonomy of the 
medical profession was not only threatened by the federal government, but also 
by the medical schools and hospitals. "The only thing I have against this report 
is its implication that the future of American medicine lies in the medical 
schools." Morris Fishbein told Esther Lape, prompting her to reply, "Instead of 
the County Medical Society?"24 

The lay reformers, in the meantime, had mixed feelings about the success 
of the Committee of 430 Doctors. On the one hand, they welcomed President 
Roosevelt's revived interest and the physicians' recognition that the federal 
government had a responsibility in medical care. The Committee of 430 
Doctors had also shown that the medical profession was not the united front as 
the AMA repeatedly claimed it was. On the other hand, the lay reformers 
realized that the principles and proposals as presented by the Committee of 430 
Doctors could undermine the drive for national health insurance. The 
physicians had clearly stated that national health insurance was not the 
solution to the problem of inadequate access to medical care. In fact, they had 
argued that national health insurance could even make the situation worse. In 
later years, Arthur Altmeyer expressed his belief that President Roosevelt's 
decision to refrain from pushing for national health insurance was due to the 
influence of his wife Eleanor. Altmeyer had "a feeling - in fact, more than a 
feeling" that Esther Lape, described by him as "a medical technician," had 

21 Lape to Winant, 11 May 1937, John Winant Papers, box 160, FDR Library. 
22 Lape, "Salt Meadow," 66. In a personal letter to Joseph Lash (26 March 1964), 

Lape quotes Roosevelt as having said: "Esther, my interest is in getting some kind 
of medical care to the submerged third that has now practically none." Lash, 
Eleanor and Franklin, 466. 

23 Lape to Eleanor Roosevelt, 8 June 1937, Eleanor Roosevelt Papers, Personal 
Letters, FDR Library. 

24 Lape, "Salt Meadow," 65. 
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successfully convinced the first lady that national health insurance would 
undermine the quality of American medical care.25 Whether or not the first 
lady had such a decisive influence on her husband cannot be determined, but 
President Roosevelt undoubtedly welcomed the principles and proposals 
presented by the Committee of 430 Doctors as a possible alternative to a 
national health insurance program. 

THE NATIONAL HEALTH CONFERENCE OF 1938 

After meeting with Esther Lape's group, President Roosevelt decided to leave 
medical care to the Interdepartmental Committee to Coordinate Health and 
Welfare Activities, a committee that he had created in 1935 at the suggestion of 
Harvey Cushing.26 Chaired by the assistant secretary of the treasury Josephine 
Roche, the Interdepartmental Committee was an attempt to bridge the gap 
between the federal agencies which shared the interest in public health and 
welfare: the independent Social Security Board, the Public Health Service 
(PHS) of the Treasury Department, and the Children's Bureau of the 
Department of Labor. Early in 1937, at the suggestion of Josephine Roche and 
Arthur Altmeyer, the Interdepartmental Committee had begun a survey on the 
health needs of the nation. The newly appointed Technical Committee on 
Medical Care, chaired by Martha Eliot of the Children's Bureau directed the 
survey and prepared recommendations for a so-called National Health 
Program. The other committee members were LS. Falk, who represented the 
Social Security Board, and Joseph W. Mountin, CE. Waller, and George St.J. 
Perrott, who represented the PHS.27 

At' the end of 1937, after a couple of months of research, the 
Interdepartmental Committee and the Technical Committee on Medical Care 
made two important decisions. First, it was decided that each agency would 
focus on its own programs. This meant that the Social Security Board would 
study possible plans for disability insurance and national health insurance, 
while the PHS and the Children's Bureau would focus on respectively the 
public health programs and the children welfare programs. Second, it was 
decided that the main attention should be given to "the formulation of a plan 
for the expansion of present health services and the provision of those aspects 
of a medical care program that would seem practical for development in the 

25 Interview with Arthur Altmeyer by Peter A. Coming, 23 March 1966, Columbia 
University Oral History Collection (microfiche edition, Roosevelt Study Center), 
28. Even though the transcript reads "Esther Leahy," it is clear that Altmeyer is 
referring to Esther Lape. 

26 Roosevelt to Harvey Cushing, 13 November 1934, Roosevelt to Perkins, 13 
November 1934, OF 103, box 1, FDR Library. 

27 Interdepartmental Committee, "Third Progress Report," September 1937, Papers of 
the President's Interdepartmental Committee to Coordinate Health and Welfare 
Activities, box 3, FDR Library. 
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near future."28 In other words, the extension of medical care should receive 
priority over the creation of a national health insurance program. These 
decisions appeared to undermine the drive for national health insurance. The 
PHS and the Children's Bureau would be tempted to drop their support for 
national health insurance if such a program would jeopardize those parts of the 
National Health Program that had been prepared by their own agencies. 

Historian Daniel Hirshfield claims that these decisions had been initiated 
by Martha Eliot, thereby suggesting that the PHS and the Children's Bureau, 
whether or not deliberately, tried to undermine the national health insurance 
objectives of the Social Security Board.29 The minutes of the meetings, 
however, show that this initiative was taken by LS. Falk and Arthur Altmeyer, 
both of the Social Security Board. On October 15, 1937, Falk suggested 
focusing first on the expansion of "current activities" before going into "types 
of activities that might be developed in relation to needs or demands within 
practical limitation."30 One month later, Arthur Altmeyer, who by now 
believed that a national health insurance program should be added to the Social 
Security Act, suggested to make the Social Security Board solely responsible 
for national health insurance. The other members of the Interdepartmental 
Committee agreed that "it probably would be better for the Committee on 
Medical Care not to go into details of a health insurance scheme."31 Falk and 
Altmeyer must have realized that these decisions would undermine the drive 
for national health insurance, and one can only speculate about their 
motivation. Perhaps they wanted to keep full control over national health 
insurance and refused to share any responsibility with the PHS and the 
Children's Bureau. Or perhaps they believed that the entire National Health 
Program, including national health insurance, would have a greater chance to 
be enacted if the extension of medical care was emphasized. Either way, 
Altmeyer and Falk deliberately took on the responsibility of national health 
insurance, even if that meant that it would become a second priority on the 
agenda of the Interdepartmental Committee. 

28 Martha M. Eliot, "Summary of discussion by the Committee on Medical Care at its 
meeting," 15 October 1937, Papers of the President's Interdepartmental Committee 
to Coordinate Health and Welfare Activities, box 38, FDR Library. 

29 Daniel S. Hirshfield, The Lost Reform: The Campaign for Compulsory Health 
Insurance in the United States from 1932 to 1943 (Cambridge, MA: Harvard 
University Press, 1970), 104. 

30 "Minutes of Conference of Technical Meeting on Medical Care," 15 October 1937, 
Papers of the President's Interdepartmental Committee to Coordinate Health and 
Welfare Activities, box 43, FDR Library. 

31 "Minutes of Conference on Medical Care," 29 November 1937, Papers of the 
President's Interdepartmental Committee to Coordinate Health and Welfare 
Activities, box 43, FDR Library. Arthur J. Altmeyer, The Formative Years of 
Social Security (Madison: University of Wisconsin Press, 1968), 261. 
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As a result of the priority setting, the recommendations of the 
Interdepartmental Committee focused first on public health, maternal and 
infant care, hospital construction, and federal aid to blind and crippled 
children. In its progress report, the Interdepartmental Committee listed five 
recommendations of which the last two dealt with disability insurance and 
national health insurance: 

1. Expansion of Present Health Programs 
2. Federal Grants-in-Aid for the Construction and Maintenance of Needed Hospitals 
3. Federal Provisions for the Medical Care of the Medically Needy Persons 
4. Federal Action in Connection with Programs of Disability Compensation 
5. Federal Stimulation or Aid for the Development of Health Insurance and Public 

Medical Care 
In the case of national health insurance, the report stated that "National 
coverage of all persons, or of all with earnings below a specific income level, is 
as difficult here as in the case of old-age insurance," referring to the difficulty 
to provide coverage for agricultural workers and domestic servants. Partially 
because of this difficulty, a joint federal-state program was preferred to a 
federal national health insurance program, leaving the decision to participate 
up to the individual states. The report did not include more details on national 
health insurance. "The general outline of a health insurance program was 
developed for the Committee on Economic Security and its details are not 
repeated here."32 

With the permission of President Roosevelt, the Interdepartmental 
Committee planned to present its National Health Program at the National 
Health Conference, to be held in Washington, DC, in July, 1918. At the 
conference, 175 delegates, representing the medical profession and labor, 
business, and consumers' organizations, would be given the opportunity to 
share their views on the existing conditions of medical care and the need for 
the National Health Program. On February 14, 1938, Josephine Roche and 
Arthur Altmeyer presented their report to President Roosevelt. At that meeting, 
Roosevelt authorized the public release of the report minus the parts dealing 
with national health insurance. Contemplating to leave federal service for 
personal reasons, Roche used the meeting with Roosevelt to request permission 
to let Altmeyer replace her as the chair of the Interdepartmental Committee. 
Roosevelt did not want Roche to step down and told her to stay on at least until 

32 "Progress Report from the Technical Committee on Medical Care to the Chairman 
of the Interdepartmental Committee to Coordinate Health and Welfare Activities: 
On Federal Participation in a National Health Program," 17 December 1937, 
Papers of the President's Interdepartmental Committee to Coordinate Health and 
Welfare Activities, box 38, FDR Library. 
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the National Health Conference was over. Roche could not refuse such a 
presidential request and continued her work.33 

The Interdepartmental Committee had deliberately presented its report to 
President Roosevelt before February 18, 1938, the day that the AMA would 
meet with the Committee of 430 Doctors to discuss the cooperation between the 
medical profession and the federal government.34 At this meeting, held at the 
AMA office in Chicago, the AMA tried to restore the unity within the medical 
profession. Hugh Cabot, representing the Committee of 430 Doctors, demanded 
that from then on the Journal of the American Medical Association would 
publish alternative views on medical economics. A couple of months earlier, 
Morris Fishbein had refused to publish the reaction of the Committee of 430 
Doctors to an editorial that questioned their professional integrity. After 
Fishbein stated that he could not publish "the notions of every nitwit that 
comes along," Hugh Cabot angrily replied, "Does Dr. Fishbein still believe that 
the gentlemen who signed these Principles and Proposals are thoughtless and 
incapable of thought, as stated in the editorial?" In spite of the continuing 
hostility between Hugh Cabot and Morris Fishbein, the AMA officials tried to 
restore the peace to avoid a dramatic split of the medical profession at the 
National Health Conference.35 

The lay reformers welcomed the "cleavages" within the medical 
profession, but did not "want to encourage battle." As Michael M. Davis wrote 
to the office of the Interdepartmental Committee: "The AMA should come to 
realize that it is licked on the issue of need, but it should have a reasonably 
face-saving way out; the liberal physicians need to be less motivated by the 
opposition to the AMA and to reach some agreement on programs on which 
they are willing to work with lay groups."36 Even though a comprehensive 
national health insurance program would not be recommended, the lay 
reformers were encouraged by the public statement that President Roosevelt 
sent to Josephine Roche three days before the National Health Conference. 

33 "Meeting of the Interdepartmental Committee with the Technical Committee on 
Medical Care," 10 February 1938, Papers of the President's Interdepartmental 
Committee to Coordinate Health and Welfare Activities, box 10, FDR Library. 
Josephine Roche to Henry Morgenthau Jr., 14 February 1938, Papers of the 
President's Interdepartmental Committee to Coordinate Health and Welfare 
Activities, box 38, FDR Library. 

34 Martha M. Eliot to Josephine Roche, 5 February 1938, Papers of the President's 
Interdepartmental Committee to Coordinate Health and Welfare Activities, box 38, 
FDR Library. 

35 Patricia Spain Ward, "United States versus American Medical Association et ai: 
The Medical Antitrust Case of 1938-1939,'Mmm'can Studies 30 (Fall 1989): 123-
154. 

36 Michael M. Davis to Mary Switzer, 12 July 1938, Papers of the President's 
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Without explicitly referring to national health insurance, the president stated 
that a national health plan "necessarily must take account of the fact that 
millions of citizens lack the individual means to pay for adequate medical care. 
The economic loss due to sickness is a very serious matter not only for many 
families with and without incomes but for the nation as a whole."37 Esther 
Lape, however, did not share the lay reformers' high expectations. As she told 
Eleanor Roosevelt, "Yet if I told you what I really think, or fear, I should have 
to say that the omens are rather for its being just another conference."3. 

To the relief of Josephine Roche, the National Health Conference, lasting 
three long hot days in July, appeared to be successful. Even the absence of 
President Roosevelt (who was on a cruise) and his wife Eleanor (who was out 
of town) could not spoil the euphoric mood of the Interdepartmental Committee 
and the lay reformers. The representatives of the labor, business, and consumer 
organizations had applauded the National Health Program.39 Even the AMA 
had shown a willingness to cooperate. "We come not imbued with a 
controversial spirit," AMA president Irvin Abell announced, "but with a 
determination to give to this Conference our best thought, our experience, and 
the information which has been accumulated in our bureaus through the years 
that have passed since the organization of the American Medical 
Association."40 Also the Committee of 430 Doctors, represented by Hugh Cabot 
and Robert Osgood, expressed the hope that all the physicians, including the 
AMA, could work together with the federal government. All hostility seemed to 
have vanished when, after the conference was over, Morris Fishbein offered 
both Josephine Roche and Arthur Altmeyer a free subscription to the Journal of 
the American Medical Association for a period of six months.41 

Even though Falk and Altmeyer had suggested and supported the decision 
to make national health insurance a second priority of the National Health 
Program, they had included an outline of Sydenstricker and Falk's original 
plan in the proceedings of the National Health Conference. The enthusiastic 

37 Roosevelt to Roche, 15 July 1938, Papers of the President's Interdepartmental 
Committee to Coordinate Health and Welfare Activities, box 10, FDR Library. See 
also Roosevelt, "A Call for a Coordinated National Health Program," 15 July 1938, 
Public Papers, 459^160. 
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39 The Interdepartmental Committee to Coordinate Health and Welfare Activities, 
Proceedings of the National Health Conference (Washington, DC: United States 
Government Printing Office, 1938). 

40 Press Release Interdepartmental Committee to Coordinate Health and Welfare 
Activities, 19 July 1938, Papers of the President's Interdepartmental Committee to 
Coordinate Health and Welfare Activities, box 26, FDR Library. 

41 Morris Fishbein to Josephine Roche, 23 July 1938, Fishbein to Arthur Altmeyer, 
23 July 1938, Papers of the President's Interdepartmental Committee to Coordinate 
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response to the National Health Program, however, convinced them that 
national health insurance could perhaps be enacted in the near future. The 
AMA, on the contrary, was willing to endorse the National Health Program on 
the condition that the recommendation to provide federal grants encouraging 
health insurance programs on state level would be dropped. A couple of days 
after the National Health Conference, Josephine Roche and Arthur Altmeyer 
met with the AMA officials to discuss this compromise. Believing that, in the 
words of Michael M. Davis, "a political base had been established for a broad 
legislative health program," Altmeyer and Roche refused to give in. 
Subsequently, the AMA officially opposed the entire National Health 
Program.42 This refusal to compromise prolonged the deadlock between the 
Social Security Board and the AMA. 

The failed compromise between the AMA and the Interdepartmental 
Committee did not alter the euphoric mood of the lay reformers. "Future 
historians will undoubtedly underline that date," the dedicated national health 
insurance advocate James Rorty wrote, "July 18, 1938, [the day the National 
Health Program was presented] marks the ending of one epoch and the 
beginning of a new one."43 Morris Fishbein, writing in the Journal of the 
American Medical Association, presented a more realistic view on the outcome 
of the National Health Conference. Using a typical Fishbeinesque metaphor, he 
wrote, "The Conference conferred again and there was such a buzzing of bees 
about the medical hive that one might anticipate being stung unto death except 
that many of the bees were drones and the queen bee kept her head."44 Fishbein 
was right to suggest that the lay reformers had overrated the enthusiasm of 
"queen bee" Josephine Roche. Six months later, in the letter transmitting the 
Interdepartmental Committee's final report, she wrote to President Roosevelt 
that the committee "believes that the findings and the proposals of the technical 
report ... are amply corroborated by professional and lay experience and 
opinion."45 In her letters to Eleanor Roosevelt, however, Roche did present a 
more enthusiastic attitude, which was shared by the first lady. After Roche sent 
her "a few of the hundreds" reactions calling the National Health Conference a 
major success, Eleanor Roosevelt replied, "They are grand," adding the crucial 
question: "What happens next?"46 

42 Altmeyer, The Formative Years of Social Security, 96; Michael M. Davis, Medical 
Care for Tomorrow (New York: Harper & Brother Publishers, 1955), 278; Fox, 
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THE WAGNER HEALTH BILL OF 1939 

At first, President Franklin D. Roosevelt seemed to share the enthusiasm about 
the outcome of the National Health Conference. When Josephine Roche and 
Arthur Altmeyer met with the president to discuss the National Health 
Program, President Roosevelt indicated that he wanted to make it a campaign 
issue in the 1938 congressional elections. He apparently changed his mind 
immediately, as he said, 'Well, maybe we ought to wait till the 1940 
Presidential campaign."47 In his message to Congress of January 23, 1939, 
President Roosevelt again expressed the hope that the recommendations of the 
Interdepartmental Committee could lead to a program that would reduce the 
"risks of needless suffering and death, and of costs and dependency, that now 
overwhelm millions of individual families and sap the resources of the Nation." 
However, in spite of these encouraging words and his initial enthusiasm for the 
National Health Program, President Roosevelt merely called for "careful study" 
instead of immediate action.48 

Realizing that the Roosevelt administration would not actively promote 
the National Health Program, the Social Security Board met with the staff of 
Senator Robert F. Wagner. Even though Wagner preferred a federal plan to a 
joint federal-state program, he included the National Health Program in his 
1939 omnibus bill to supplement the Social Security Act. When on February 
28, 1939, he introduced the bill, Wagner expressed the hope that it would 
"conquer this last remaining frontier of social security in America."49 President 
Roosevelt, however, refused to endorse the Wagner health bill. This time, the 
intensifying opposition of the AMA may have played a part in his reluctance. 
"Franklin says that he does not want to get into any difficulties with the 
American Medical Association just now when he has so much to contend 
with," as Eleanor Roosevelt told Esther Lape in 1939.50 The first lady was 
referring to the international developments that preoccupied the president's 
mind. With the outbreak of World War II, Roosevelt's main attention had 
shifted from domestic issues, including national health insurance, to 
international ones. Whether or not the preoccupation with the war was decisive 

47 Interview with Altmeyer, 23 March 1966, 32. 
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in his decision to remain uncommitted, Roosevelt's lack of action was 
consistent with his earlier ambiguous position on national health insurance. 

Even though President Roosevelt had not publicly endorsed the Wagner 
health bill, LS. Falk was convinced that, if the president had been able to do so, 
he would have said "Okay, go ahead and work with Senator Wagner." A 
Roosevelt administration bill or not, the social security policymakers knew that 
Roosevelt agreed with its objectives. As Falk remembered: 

I didn't have any doubts as to where [Roosevelt's] own sympathies and his own 
wishes lay, but his political judgments were to go gingerly on this, and I thought it 
was going to go the way it did - that Wagner would be committed to introduce the 
bill with a wide-open secret that this had been prepared within the Administration 
offices and so on, and that he was getting it with the full knowledge of the 
President. And the President would say: "What bill? Senator Wagner got a bill? I 
must read it." You know how he handled these things. At a certain point he could 
say: "I haven't seen the bill." 

Without a presidential endorsement, however, no action could be expected in 
Congress. The liberal Democrats in Congress were reluctant to commit to a 
controversial program that could lead to conflicts with interest groups back in 
their home states. The social security policymakers were disappointed by 
Roosevelt's failure to endorse the Wagner health bill. Even though Arthur 
Altmeyer had supported the president's decision in 1935 to exclude national 
health insurance from the original Social Security Act, he believed that in 1939 
health insurance should have been included. As Altmeyer believed, Roosevelt 
should have presented the health program as "a very dramatic issue" in order to 
be enacted. "And when the President didn't want to do it, we rather lost heart; 
felt that it was going to have to wait until he was ready to give it a push."5 

Others shared this view. Katherine Lenroot of the Children's Bureau told 
Frances Perkins that a failure to move on the National Health Program would 
mean "a terrific letting down of interest." As far as Katherine Lenroot was 
concerned, "There is no question in our minds that the health program would 
be immensely popular."53 

The Interdepartmental Committee had continued its work after the 
National Health Conference was over, but remained in the background. At a 
press conference, three days before Christmas 1939, President Roosevelt 
wondered where "that crazy story came from" that he would revive the 
Interdepartmental Committee. He did not, however, make an effort to show 
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that the committee was still active and in fact had helped him to prepare his 
latest proposal. Instead of attempting "to put through a general plan on a 
nationwide basis," the president preferred the "improvement of health in those 
communities that have complete lack of facilities today." Therefore, he 
proposed an experimental hospital construction program to build fifty 
hospitals.54 Needless to say, the lay reformers were extremely disappointed. Not 
only had President Roosevelt failed to endorse the Wagner health bill, but he 
had also replaced it with a program that did not seem to embody anything. As 
LS. Falk remembered, the president's hospital construction plan was so limited 
that it became known as the "Franklin D. Roosevelt's bill for the construction 
of 50, 100, 200 empty mausoleums."55 Even though the bill passed in the 
Senate, it never reached the floor in the House, proving that even a modest 
health policy program was difficult to pass in Congress. 

THE WAGNER-MURRAY-DINGELL BILLS 

Although President Roosevelt himself seemed to ignore medical care during 
the war years, the Social Security Board was actively involved in the drafting of 
the Wagner-Murray-Dingell bill of 1943, which included a new national health 
insurance plan. Unlike the earlier plan, which would have established a 
federal-state program, national health insurance followed the old-age insurance 
structure of the Social Security Act. As Arthur Altmeyer explains, "We realized 
that unless the federal government took a large part and responsibility in the 
development and progress of health insurance, nothing would be likely to 
happen by the states."56 As an exclusively federal program, national health 
insurance could guarantee universal access, but it also reduced the role of the 
individual states, thereby hurting its political chances in Congress.57 

The move toward federalization (in this context, the centralization of 
social policy from state to federal level) was not limited to national health 
insurance, but also included the other features of the Wagner-Murray-Dingell 
bill: the federalization and extension of unemployment insurance and welfare 
programs, the extension of the coverage and benefits of old-age insurance, and 
the introduction of special benefits for veterans. At that time, federalization 
seemed logical. The war experience had shown the effectiveness of centralized 
leadership, federalization was favored by labor, and a recent Supreme Court 
ruling had found centralization constitutional. Moreover, the Wagner-Murray-
Dingell bill seemed to mirror the British Beveridge Plan of 1942, which 
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proposed a centralized "cradle to the grave" insurance system. "Why does 
Beveridge get his name on this?" President Roosevelt asked Frances Perkins, 
"You know I have been talking about cradle to the grave insurance ever since 
we first thought of it. It is my idea. It is not the Beveridge Plan. It is the 
Roosevelt Plan."58 

In spite of Roosevelt's personal commitment to "cradle to the grave" 
social security, he again did not give his endorsement. After Senator Wagner 
sent the president a copy of the Wagner-Murray-Dingell bill, Roosevelt merely 
wished him "good luck with it."59 History seemed to be repeating itself. 
Without a presidential endorsement, the Wagner-Murray-Dingell bill died in 
Congress. One part of the bill, however, was enacted. In 1944, Congress passed 
the GI bill, providing broad and comprehensive benefits to veterans returning 
home from the war in Europe. Often not recognized as social welfare 
legislation, the GI bill included, among many other benefits, free medical care 
and disability pensions for veterans and their dependents. As Theda Skocpol 
has argued, the GI bill "undercut demands for more comprehensive social 
programs for all citizens ... especially in the areas of health and housing." 

During the war years, Roosevelt's messages on national health insurance 
remained ambiguous. Even though he publicly called for the extension of social 
security "to provide protection against the serious economic hazard of ill 
health," he merely endorsed a hospital construction bill.61 Roosevelt never 
presented his American Plan, a national health insurance plan that was being 
drafted by Samuel Rosenman, but he did add the "right to adequate medical 
care" to his 1944 Economic Bill of Rights.62 "The only person ... who can 
explain this medical thing is myself," President Roosevelt told his cabinet 
members, "The people are unprepared." Roosevelt did not want to get involved 
in a major social security battle without strong support for his domestic reforms 
in Congress. As he told Senator Walter George of Georgia, chair of the Senate 
Finance Committee, "You don't want, I am sure, to have anybody come up and 
present a Social Security program at this time. ... We can't go up against the 
State Medical Societies; we just can't do it."63 As far as Roosevelt was 
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concerned, national health insurance had to wait its turn. As Falk remembered: 
"The impasse on the Wagner-Murray-Dingell bill persisted year after year."64 

FEDERAL AGENCIES IN DISARRAY 

With the establishment of the Interdepartmental Committee to Coordinate 
Health and Welfare Activities, President Roosevelt had hoped to stimulate the 
cooperation between the agencies working in the field of public health and 
welfare. In spite of this effort, each of the federal agencies continued to pursue 
its own particular political agenda. In 1939, the Federal Security Agency (FSA) 
was created, combining the Social Security Board with the Public Health 
Service (PHS), the Office of Education, the U.S. Unemployment Service, the 
Civilian Conservation Corps, and the National Youth Administration. The 
Children's Bureau of the Labor Department, which had been included in the 
Interdepartmental Committee, was not transferred to the FSA until seven years 
later. The establishment of the FSA did not end the disagreement among the 
agencies. The cooperation was "still very complex," as LS. Falk told John 
Winant in 1939. Falk believed that the opposition of the AMA played an 
important role. "But we are also in an awkward situation so long as the Federal 
agencies involved in the health program are at different stages of readiness to 
break with the AMA, if necessary."65 

Even though now under the authority of the FSA, the Social Security 
Board continued to independently pursue the objectives of extending social 
security and including a national health insurance program. The 1939 
amendments of the Social Security Act, reorganizing the financial structure of 
the social security system, strengthened the position of the Social Security 
Board. Moreover, during the war years, the federal government had become, 
almost unnoticed, the major source of welfare spending.66 The changing 
position of the Social Security Board also altered the perspective of the social 
security policymakers. As Falk remembered: 

Now, it's true we were bureaucrats sitting in one place in the political center of 
the country. But we were in the position to see what was going on around the 
country, and we were going through not just a political but [a] sort of intellectual 
and religious reformation. We began to come out with a perspective that none of 
us had had when we first began doing these things, because we couldn't be 
indifferent to the significance of what was happening around us and to us. And 
then, you see, the stalling for a year or so turned out to be two years, three years, 
after these hearings on the '39 [Wagner health] bill. In that period we were 
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changed persons. Our perspective was revised - so far as I'm concerned, never to 
go back to what it had been. 

The continuing opposition to the National Health Program and the failure of 
the Congress to even pass Roosevelt's limited 1940 hospital construction 
program only enhanced the belief of the social security policymakers that they 
should not compromise. The 1938 National Health Conference had set the 
political agenda that the Social Security Board would continue to pursue for the 
years to come. 

The other federal agencies, and the PHS in particular, questioned the 
persistence of the Social Security Board. Over the years, surgeon general 
Thomas Parran had presented an ambiguous position on national health 
insurance. He had always been close to the group of lay reformers, but did not 
always share their political objectives. Back in 1924, Edgar Sydenstricker and 
John Kingsbury of the Milbank Fund had recommended Parran to Roosevelt, 
then governor of New York, for the position of state health commissioner.68 In 
1935, Parran, as surgeon general, had introduced an alternative plan for 
national health insurance during the meeting of the CES Medical Advisory 
Board. As an alternative to national health insurance, he suggested, the 
government should promote the extension of medical care and the already 
existing public health services. During a meeting of the Interdepartmental 
Committee in 1937, Parran- had "reiterated his interest in increasing 
hospitalization as the most satisfactory way of getting better medical care to the 
general public."69 Parran had also signed - though reluctantly - the principles 
and proposals of the Committee of 430 Doctors. On the other hand, he had 
praised the 1938 National Health Program as the "greatest event in medical 
science which has happened in our time."70 

During the war years, Thomas Parran became more and more skeptical of 
the need for national health insurance. His doubts were reaffirmed after reading 
a report by the PHS employee Marjorie Shearon, a former employee of the 
Social Security Board who had shown an extremely personal dislike toward LS. 
Falk. In the report, presented to Parran on July 1, 1943, Shearon warned the 
surgeon general for the concentration of power in the Social Security Board. 
Under a national health program, the Social Security Board would be able to 
"subtly shape, if not, indeed, openly control, our national fiscal policies." 
Moreover, the Social Security Board would expand its power under the 
responsibility of the surgeon general. "Vested with none of the authority which 
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would normally be given to the administrator of a program of such magnitude, 
the Surgeon General could be made a convenient scapegoat to bear the blame 
for blunders not necessarily of his own making."71 The Shearon report may not 
have been the only information on which Parran based his decision to oppose 
national health insurance, but it undoubtedly enhanced his existing doubts. He 
now believed that the National Health Program would give him, as surgeon 
general, "too much responsibility with the lack of equal authority." On July 2, 
1943, one day after he received the Shearon report, he wrote down the reasons 
why he could not support a broad national health insurance program. Parran 
questioned the desirability of national health insurance as an effective measure 
to improve the health of the American people. Other plans needed to be 
examined and tried first before such a complex program would be enacted. 
Each of these other methods should be "freely discussed" in cooperation with 
the medical profession. Most important, Parran believed that any health plan 
should be placed on the sole responsibility of the Public Health Service. The 
federal government's involvement in public health had to be separated from the 
social security programs. The social security principle of national health 
insurance could result in an overemphasis on sickness and acute care, instead 
of on preventive medicine as provided by the already existing public health 
programs. In addition, a national health insurance scheme could only work if 
medical services were available. New hospitals needed to be constructed and 
medical personnel needed to be trained. Under a national health insurance 
program, the federal government would have a legal and moral obligation to 
provide these services, and if the federal government failed to do so due to lack 
of resources, "Labor would be disappointed, the Government discredited."72 

The position of the PHS could build on a growing consensus that the 
extension of medical care was the key to better medical care. Even though the 
AMA remained opposed to any form of intervention by the federal government, 
other medical professionals, particularly the American Hospital Association 
(AHA), were willing to cooperate with the federal government to extend the 
existing public health services and the construction of new hospitals. The 
Social Security Board, in the meantime, was waiting for a presidential 
endorsement of its National Health Program. The social security policymakers 
refused to accept the extension of medical care as an alternative to their own 
national health insurance program. 
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PRESIDENT TRUMAN'S NATIONAL HEALTH PLAN 

"The Chief is ready to go ahead on health insurance," as Harry Hopkins 
allegedly told Michael M. Davis on the phone in 1944, right after President 
Franklin Roosevelt had been reelected. Subsequently, LS. Falk and Davis 
worked together with presidential speechwriter Samuel I. Rosenman in drafting 
a presidential message on national health insurance. Unfortunately, as Davis 
recalled, "The President's sudden death in April made it a piece of paper."73 

According to Falk's personal notes, however, the drafting process had started 
earlier on and without the active involvement of Davis. In the summer of 1943, 
Arthur Altmeyer had been told that Samuel Rosenman was working on a 
national health message for President Roosevelt. In January 1944, Isador 
Lubin, Roosevelt's economic assistant, called Falk from the White House and 
asked for a short memorandum on medical care and national health insurance. 
Not until May 1945, thus after Roosevelt's death, did Falk receive Rosenman's 
first draft of the health message.74 

On November 19, 1945, President Harry S. Truman presented his health 
message to Congress. Building on Roosevelt's Economic Bill of Rights, 
Truman proposed a broad national health program, including national health 
insurance. "Our new Economic Bill of Rights should mean health security for 
all," as Truman declared, "regardless of residence, station, or race -
everywhere in the United States." Again, hospital construction and the 
expansion of public health were combined with a health insurance program to 
protect against the costs of medical care. In addition, Truman recommended a 
program to provide protection against loss of income due to sickness and 
disability.75 The social security policymakers welcomed the presidential support 
for their National Health Program, though they feared that President Truman 
could not measure up to the prestige of President Roosevelt. Already under 
Roosevelt, Congress had become more and more reluctant to pass major 
domestic reform legislation. The 1945 Wagner-Murray-Dingell bill did not get 
a hearing in the Senate Finance Committee, and the relevant committees in 
Congress even publicly announced that Truman's National Health Plan would 
not even be considered for legislative action by the 80th Congress.76 

President Truman's plans for national health insurance were revived 
when Truman appointed Oscar Evving as the new FSA administrator in 1947. 
At that time, Ewing was not very familiar with the issue of national health 
insurance, but he soon became an ardent supporter. Surgeon general Thomas 
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Parran did not get along with Ewing, and when Parran's position came up for 
reappointment, he was replaced by Leonard A. Scheele at Ewing's 
recommendation. Unlike Parran, Scheele was cooperative and helped Oscar 
Ewing to prepare a report describing a national health program. In September 
1948, just in time for the opening of the presidential elections campaign, 
Ewing presented his - rather personally formulated - report The Nation's 
Health to President Truman.77 In addition to proposals for the extension of 
medical care and the construction of hospitals, the Ewing Report called for a 
comprehensive and compulsory national health insurance system. "The 
compelling argument ... that drives me to an advocacy of national health 
insurance is that I see no other possible way of bringing adequate medical 
service to fully half of the American people," as Ewing stated in his report. "It 
would, obviously, be nice if we could find some other way that would arouse 
less opposition from many members of the medical profession. But I see 
none."78 President Truman apparently agreed, as he used the Ewing Report to 
make national health insurance one of the key issues in the 1948 presidential 
elections campaign. 

"Health insurance legislation has a vastly improved outlook," as LS. Falk 
wrote in his desk diary notes right after the surprising reelection of President 
Truman. "But I appreciate well that the fight for social security will still be a 
hard one, & for h.i. still very tough; the momentary notion that the 81st 

Congress will adopt forthright everything that Truman advocates in the 
campaign is - I fear - going to prove to be nonsense"79 Falk's assessment 
turned out to be correct. Again, Congress did not act. However, the inactivity 
cannot be ascribed to Congress alone. While the social security policymakers 
drafted the 1949 Murray-Dingell bill, which included Oscar Ewing's National 
Health Plan, President Truman followed the strategy which was similar to 
President Roosevelt's strategy with the Wagner-Murray-Dingell bills. Again 
the bill was not introduced as the administration's bill and President Truman 
only endorsed its general objectives. President Truman never went into details. 
As President Roosevelt had done before him, Truman remained ambiguous on 
national health insurance. In his State of the Union Address of January 8, 
1951, President Truman did stress the "need to provide insurance ... against 
the high costs of modern medical care," but refrained from presenting a 
detailed program.80 When in 1951, President Harry Truman appointed the 
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Commission on the Health Needs of the Nation, he did not include Oscar 
Ewing, suggesting that the president preferred the extension of medical care to 
a national health insurance program.81 

In the end, the conclusion must be made that President Truman supported 
national health insurance during the campaigns for the presidential and 
congressional elections, but decided to keep a low profile on the issue once a 
national health insurance bill was being considered in Congress. These actions 
could also explain the reasons why President Truman let Oscar Ewing become 
the personification of the administration's national health insurance plan. As a 
campaign issue, national health insurance could be politically powerful; as 
actual legislation, it remained controversial. As John R. Steelman, one of 
Truman's advisors, would later recall, Truman knew that his national health 
insurance plan would not pass, but "he wanted to scare these doctors and make 
them do something. So he scared the living light out of them by coming out 
more strongly than he ever hoped to get."82 Also Oscar Ewing would later 
claim, in retrospect, that the national health insurance proposal would have 
never made it. "Oh, we never had a chance," Ewing exclaimed, but unlike 
President Truman he had not realized that at the time. "No. No. I had the 
hopefulness of ignorance."83 

THE ROLE OF LABOR 

The American labor movement may have been relatively weak compared to 
movements in other western countries, labor unions have played an important 
role in the fate of national health insurance in the United States. Before the 
enactment of the Social Security Act in 1935, the labor unions were reluctant to 
support national health insurance. Other parts of the social security program, 
particularly unemployment insurance, were considered to be more important. 
In addition, the American workers were divided in two distinctive groups: the 
industrial, unskilled workers on the one hand, and the craft and trade workers 
on the other. Feeling neglected by the craft orientated American Federation of 
Labor (AFL), the industrial workers established the Congress of Industrial 
Organizations (CIO) in 1935. While the AFL supported the relatively 
conservative part of the Social Security Act, the CIO was far more radical and 
believed that the Social Security Act did not go far enough.84 

81 Fox, Health Policies, Health Politics, 160. 
82 As quoted in Robert J. Donovan, Conflict and Crisis: The Presidency of Harry S. 

Truman, 1945-1948 (New York: W.W. Norton & Company, 1977), 126. 
83 Oscar R. Ewing interviewed by Peter A. Coming, 26 August 1966, Columbia 

University Oral History Collection (microfiche edition, Roosevelt Study Center), 
63-64. 

84 Alan Derickson, "Health Security for All? Social Unionism and Universal Health 
Insurance, 193S-195&," Journal of American History 80 (March 1994): 1333-1356; 
Nelson Lichtenstein, "From Corporatism to Collective Bargaining: Organized 



More Hospitals, More Doctors, More Specialists 105 

The labor unions became more interested in national health insurance 
once the Social Security Act had been enacted. At its annual convention in 
1935, the AFL delegates officially endorsed "the enactment of socially 
constructive health insurance legislation through Congress and the individual 
States."85 Subsequently, the AFL testified in favor of the 1939 Wagner health 
bill. However, not until the early 1940s did the labor unions become actually 
involved in the drafting of social security policy. The AFL had sponsored the 
1942 Eliot bill, a rather obscure forerunner of the Wagner-Murray-Dingell 
bills. William Green, the AFL president, worried that the AFL's newly 
acquired active role would be considered "a bit revolutionary" by its members. 
However, the cooperation with the Social Security Board proved to be 
satisfactory. That next year, the AFL, and to a lesser extent the CIO, worked 
closely together with the social security policymakers in the drafting of the 
Wagner-Murray-Dingell bill. The involvement of the labor movement was 
significant as it filled the vacuum left by the lack of presidential endorsement. 
Over the years, labor would become, in Martha Derfhick's words, the "intimate 
collaborator" of the Social Security Board.86 Elizabeth "Wicky" Wickenden, 
the Washington representative of the American Public Welfare Association, 
played an important role in bringing together the AFL and the CIO behind the 
Wagner-Murray-Dingell bills. She was the mediator between AFL's Nelson 
Cruikshank and CIO's Katherine Ellickson, providing a neutral space where 
the labor representatives could meet with each other and with the social 
security policymakers.87 AFL president William Green "would not permit the 
AFL men to sit down with the CIO woman on social security unless a third 
party brought them together," as Wickenden would later remember, "So I 
became that third party."88 In 1944, the AFL institutionalized its activities in 
social security legislation by appointing Nelson Cruikshank as the director of 
the AFL's social security department. 

Around this time, the lay reformers, organized in the private Committee 
for the Nation's Health (CNH), also started to cooperate with the labor unions. 
Michael M. Davis was the CNH's director, while the funding was provided by 
Albert and Mary Lasker and the Rosenwald family. Mary Lasker was a close 
friend of Senator James Murray (co-sponsor of the Wagner-Murray-Dingell 
bills) and dedicated much of her time and money to advocate national health 
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insurance. In December 1945, she had placed endorsements of Truman's 
National Health Plan in the Washington Star, the Washington Post, and the 
New York Times, signed by almost two hundred prominent public figures, 
including Eleanor Roosevelt, Fiorello La Guardia, Abe Fortas, and Leonard 
Bernstein.89 Together, the CNH and the labor unions (both the AFL and the 
CIO) were able to counter the AMA campaign against national health 
insurance. The CNH provided the intellectual background and the prestige; the 
labor unions took care of the distribution of the campaign material. Historians 
disagree on the power of the CNH to fight the AMA. While Frank Campion 
described the CNH as a "big and powerful and well-financed" organization, 
Monte Poen has stated that "the Committee for the Nation's Health could not 
hope to match the AMA's resources."90 

Even though the labor unions supported the campaign for national health 
insurance, the labor movement grew tired of the inactivity in Congress. While 
major social security legislation did not even reach the floor in the Senate and 
the House, Congress did enact, in spite of President Truman's veto, the Taft-
Hartley Act of 1947, which was an attempt to curtail the growing power of 
labor unions. In 1946, the CIO was no longer willing to wait "for perhaps 
another ten years until the Social Security laws are amended adequately."91 As 
no action could be expected from Congress, the labor unions began to look for 
other ways to obtain medical protection for their members and subsequently 
turned to collective bargaining. This move was understandable, as the wartime 
policy of the War Labor Board and the Internal Revenue Service encouraged 
employer-based health insurance. The Wage Stabilization Board had frozen the 
wages, making insurance benefits an important issue in collective bargaining. 
In addition to the failure of the Wagner-Murray-Dingell bills and the success of 
active federal encouragement of employer-based health insurance, the move 
toward collective bargaining in health care was prompted by the competition 
among the labor unions, as each union could attract new members by 
bargaining for health care benefits. As AFL's Nelson Cruikshank remembered, 
"So either union politics, the pressures, the War Labor Board, the Wage 
Stabilization Board, the attitudes - all these interplayed, but they were all kind 
of pushed in one direction from many sources."93 
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Collective bargaining for health care benefits proved to be successful. In 
1948, 2.7 million workers were covered by employer-based health insurance; in 
1954, 12 million workers and 17 million dependents.94 For the CIO and the 
other industrial labor unions, the success of collective bargaining was a reason 
to refrain from advocating a comprehensive and compulsory national health 
insurance program. The enactment of such a system would undermine the 
bargaining position of the labor union. The AFL, on the contrary, continued to 
support national health insurance. Unlike the CIO and the other industrial 
labor unions, the majority of the AFL members were not employed by large 
industrial companies that could offer comprehensive benefits. In 1949, the AFL 
presented and endorsed a plan for the extension of the Social Security Act to 
include disability insurance and national health insurance. Subsequently, AFL 
president William Green sent a copy of the AFL plan to President Truman and 
to FSA administrator Oscar Ewing, telling them that the AFL "shall be glad to 
continue to work with your people and with the members of Congress in 
developing the specific legislation to implement this program."95 

Even though the labor unions, and particularly the AFL, had shown 
strong support for national health insurance, the issue never became a major 
issue among the members of the labor unions, the actual workers. National 
health insurance remained an intellectual issue, discussed by AFL's Nelson 
Cruikshank and CIO's Katherine Ellickson during meetings with the social 
security policymakers and the intellectuals of CNH. With the exception of the 
small group of dedicated advocates of national health insurance, most interest 
groups that favored national health insurance in principle, including labor, did 
not necessarily believe that such legislation should always receive top priority 
on the legislative agenda. 

THE OPPOSITION OF THE AMA 

During the National Health Conference of 1938, the AMA had shown its 
willingness to cooperate and proposed to accept the National Health Program 
on the condition that the Social Security Board would drop the plans to 
subsidize health insurance programs on state level. After Josephine Roche and 
Arthur Altmeyer had refused to accept the AMA's compromise, the AMA 
denounced the entire National Health Program. In May 1939, the AMA House 
of Delegates officially opposed the 1939 Wagner health bill.96 In an article in 
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the Washington Post, Morris Fishbein called the Wagner bill "the latest 
manifestation of the persistent drive toward a complete change in the nature of 
medical practice in this country which has been engineered by a small group of 
so-called medical economists for more than ten years." Fishbein called the lay 
reformers "ruthless" and repeated the old line that national health insurance 
"ultimately must result in a trend toward communism and totalitarianism and 
away from democracy as the established form of government."97 

Up to the early 1940s, the AMA's opposition had hardly been organized. 
The AMA's campaign against national health insurance had been targeted at 
its own rank and file, generated by the editorials of Morris Fishbein in the 
Journal of the American Medical Association. As Wilbur Cohen remembered, 
"At that time [the physicians of the AMA] were not politically powerful in an 
organizational sense, as they were in, let's say, 1950 when they beat Wagner-
Murray-Dingell or in 1964 when they were defeating Medicare."98 The 
national health insurance advocates continued to portray the AMA as a group 
of greedy money-grabbers who opposed reform out of personal economic 
interest. In reality, the opposition had far deeper roots. The physicians believed 
that the medical profession in itself was under attack. They sincerely feared 
that national health insurance and group practice could and would undermine 
the integrity, status, quality, and autonomy of their profession. Morris Fishbein 
would later explain why he had reacted so hostile toward the advocates of 
national health insurance. In his view, the lay reformers were entering a field 
that was off limits for non-professionals. They were threatening the sacred 
ground of medicine. As Morris Fishbein said, "well, it comes down to this kind 
of a statement, that you do not attack God or motherhood if you have any sense. 
You let those alone, you see."99 

By the 1940s, the situation had changed. The pressures on the 
autonomous position of the AMA, exerted by the federal government and the 
medical specialists practicing in hospitals and medical schools, increased. In 
1939, the Justice Department had started an antitrust investigation against the 
AMA and several state medical societies on the charge that they had obstructed 
the establishment of group practice and had coerced individual physicians and 
hospitals to refrain from participating in group payment programs. After four 
years of legal battle, the AMA was found guilty. The physicians could not help 
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but question the timing of the federal government. As the Washington Post 
reported, "A convincing case can be built up to support the theory that the 
extraordinary grand jury study was, to put it bluntly, propaganda looking 
forward to Congressional consideration of the proposed National Health 
Program." Even though these allegations of federal coercion cannot be proven, 
President Franklin D. Roosevelt, as historian Patricia Spain Ward states, "did 
not seem displeased that threats of impending antitrust action on a separate 
matter appeared to influence AMA negotiations on the proposed National 
Health Program."100 

When the Truman administration began to campaign for national health 
insurance, the AMA mobilized its political power and struck back by hiring the 
advertising company of Clem Whitaker and "his stunningly beautiful wife" 
Leone Baxter. Whitaker and Baxter had a long resumé of successful campaigns 
in California, including the defeat of the Democratic candidate Upton Sinclair 
during the gubernatorial elections in California of 1934. They had managed the 
victorious gubernatorial election campaign for Governor Earl Warren in 1942, 
but subsequently turned against Warren to beat his 1945 state health insurance 
plan.101 In 1948, Whitaker and Baxter started the AMA's so-called National 
Education Campaign, which was centered around a reproduction of the famous 
nineteenth-century painting by Sir Luke Fildes entitled "The Doctor." To this 
romanticized portrayal of a family doctor sitting at the bedside of a sick child, 
Whitaker and Baxter had added the provocative slogan: "Keep Politics Out Of 
This Picture." The image was hard to ignore, as it was featured on the cover of 
many AMA brochures and as a poster on the walls of 65,000 waiting rooms in 
doctor's offices around the country.102 The message was clear. If government 
health insurance were enacted, the family doctor would cease to exist, leaving 
the poor sick children of America in the care of heartless government 
bureaucrats. The National Education Campaign was so successful that the 
AMA no longer needed the emotional outbursts of Morris Fishbein. When, 
during a popular radio broadcast, the AFL's social security expert Nelson 
Cruikshank exposed Fishbein's misrepresentation of the British experience 
with national health insurance, Fishbein's career was over. The AMA House of 
Delegates forced him to resign in 1949.103 
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The medical profession was not only divided between the AMA and the 
medical specialists, but also by race. The AMA's African-American 
counterpart, the National Medical Association (NMA), had shown an interest 
in national health insurance. The social security policymakers, however, did 
not recognize the relevance of race. When in 1939 the NMA invited LS. Falk 
to discuss the possibility of "disadvantageous discriminatory treatment" under 
national health insurance, Falk reaffirmed that African Americans were 
"doubly disadvantaged," but merely concluded that "Whether these fears [of 
discrimination] are justified I cannot say."104 The NMA, of course, did 
recognize the relevance of race. Since the division between the predominantly 
white male AMA and the African-American NMA was determined by race, it 
would be no surprise if the AMA's opposition to and the NMA's support of the 
principle of national health insurance were at least influenced by race as well. 
In 1949, NMA president C. Herbert Marshall Jr. accused the AMA of 
"practicing Ku Klux racialism" by allowing local medical societies to be 
segregated. In addition, he argued, the AMA's opposition to President 
Truman's National Health Plan was the AMA's attempt to maintain the status 
quo. The Truman plan was a "rebellion of the laity" and should receive the 
support of the NMA.105 Ironically, the NMA delegates refused to endorse the 
Truman plan officially, prompting the NMA president to warn them "if you 
support the stand against Truman, you will receive a pat on the back from the 
AMA, but condemnation from ten million Negroes and the NAACP."106 

In 1949, history seemed to repeat itself, when the AMA was again 
subjected to an investigation by the Justice Department for alleged violations of 
the antitrust laws. From October 1949 until April 1950, the FBI searched the 
AMA office in Chicago for evidence. The AMA had justifiable reasons to 
suspect foul play. The investigation had been ordered by the recently appointed 
attorney general J. Howard McGrath, a former liberal Democratic senator and 
chair of the Democratic National Committee. As senator, McGrath had been an 
ardent supporter of Truman's national health insurance plans and had often 
attacked the AMA in public when campaigning with the Committee for the 
Nation's Health. As AMA historian Frank Campion states, "Since nothing 
further ever came of this investigation of alleged antitrust violations, it is hard 
to characterize it as anything but an attempt to intimidate."107 The AMA has 
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repeatedly (and often rightfully) been accused of dirty politics, but in the 
national health insurance fight, the dirt could be found on both sides. 

The AMA's intensified and vocal campaign against President Truman's 
national health insurance proposals has contributed to the myth that the 
opposition of the AMA was decisive in shaping American health policy. Most 
of the participants, particularly the lay reformers, refer to the opposition of the 
AMA as the main obstacle in the fight for reform. That the AMA did have 
political influence cannot be denied. During the congressional elections of 
1950, the AMA had been responsible for the defeat of liberal Democrats such 
as Senator Claude Pepper of Florida (as a card on a hospital breakfast tray read, 
"This is the season for canning Pepper!"). The defeat of liberal Democrats in 
the congressional elections was seen as a sign that national health insurance 
had been rejected.108 However, in the overexposure of the AMA the opposition 
of many other interest groups seemed to vanish in the background. Moreover, 
the AMA's campaign may have influenced but was not solely responsible for 
the growing general consensus that the extension of medical care was to be 
preferred to a national health insurance program. 

BEYOND THE OPPOSITION OF THE AMA 

With a few notable exceptions, most historians writing about the Wagner-
Murray-Dingell bills and President Truman's National Health Plan single out 
the opposition of the AMA as most crucial in the defeat of national health 
insurance.109 This view is understandable, as most of the participants in favor 
of national health insurance, including the social security policymakers and 
President Truman, did accuse the AMA of being the main obstructionist in 
health legislation. In a public speech, Truman called the AMA "that great 
organization which hates the administration more than it hates the devil," 
adding, "But there are a lot of people in Congress who jump when the 
American Medical Association cracks the whip."110 However, opposition to 
national health insurance was not limited to the AMA alone. As Wilbur Cohen 
remembered, other interest groups, such as the insurance industry, also lobbied 
against national health insurance, but, unlike the AMA, "They tended to do 
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what they did more behind the scenes."111 The AMA was the most vocal of all 
the opponents, and sometimes opposed bills which had not even been 
introduced or which would probably not have been passed even if the AMA had 
remained silent. 

During the late 1940s, more and more groups joined the AMA in its fight 
against the Wagner-Murray-Dingell bills and Truman's National Health Plan. 
The AMA was fully aware of this development. As the AMA's campaign 
leader Clem Whitaker proudly announced at the 1949 meeting of the AMA's 
House of Delegates: 

Medicine isn't fighting alone now. This is rapidly becoming a great public 
crusade and a fundamental fight for freedom. The American Farm Bureau 
Federation, the American Legion, and the American Bar Association, the National 
Grange, the National Association of Small Businessmen, the National Fraternal 
Congress with its hundreds of lodges, and the General Federation of Women's 
Clubs with its five million members - these are just a few of the powerful public 
organizations which have taken their stand beside American medicine in this 
battle.'12 

Traditionally conservative groups tended to favor the status quo as represented 
by the American Medical Association over a strong, paternalistic government. 
The opposition to national health insurance also gained academic credibility 
when in 1948 the Brookings Institution published a study by George W. 
Bachman and Lewis Meriam, entitled The Issue of Compulsory Health 
Insurance, arguing that compulsory health insurance was not the solution to 
the problem of inadequate medical care. By 1952, more than 9,000 
professional, business, and public organizations had officially announced their 
opposition to national health insurance."3 

The support for national health insurance was far more limited. Even 
though the Wagner-Murray-Dingell bills were supported by the labor unions, 
the support was often minimal as other social security programs and collective 
bargaining were considered to be more important. Groups which fully endorsed 
national health insurance tended to be "minority" groups such as the American 
Jewish Congress and the National Association of the Advancement of Colored 
People (NAACP). However, other groups, such as the League of Women 
Voters, withdrew their support as the debate on national health insurance 
intensified.114 

The growing opposition to national health insurance cannot be ascribed to 
the influence of the AMA alone, but should be seen as part of the more general 
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cold war climate that began to permeate American politics after World War II. 
A telling example of the emerging cold war paranoia was the propaganda by 
Marjorie Shearon, one of the most ardent opponents of national health 
insurance. Shearon was a former employee of both the Social Security Board 
and the PHS. Her discontent with the Social Security Board, and with LS. Falk 
in particular, dated back to 1939 when Falk had refused to publish her report 
on the constitutionality of the social security program. As Falk later 
remembered, "It was as though someone had throttled her infant at birth or in 
its cradle, and she apparently never forgave any of us for this series of 
events."115 After working for the Social Security Board and the PHS, Shearon 
became the research analyst for the Republican Senate Minority Conference in 
1944. She worked closely with Senator Robert Taft of Ohio and became the 
research assistant of Senator Forrest Donnell of Missouri. 

Notorious was Shearon's pamphlet Blueprint for the Nationalization of 
Medicine in which she claimed that the Social Security Board had become the 
"Mecca For Socialization Leaders." Starting with the 1919 report on health 
insurance by John R. Commons and Arthur Altmeyer, Shearon followed the 
careers of all the lay reformers and social security policymakers in an attempt 
to prove her conspiracy theory. The efforts of the American Association of 
Labor Legislation, the CCMC, the CES, the Interdepartmental Committee, and 
the Social Security Board were presented as a linear propaganda process, 
secretly led by the International Labor Organization. Shearon drafted "The 
House of Falk" diagram to expose the structure behind the conspiracy. As she 
argued, "During the period 1936 to 1947 top leadership was provided by Falk. 
Some officials served as willing collaborators, others as reluctant 
collaborationists. Some were duped and never clearly saw the over-all plan, 
while others followed the state socialist or communist line as fellow-travelers, 
not initiating, yet not resisting, subversive movements."116 

Shearon's conspiracy theory was not only welcomed by the AMA, but also 
by the conservative powers in Congress. Her studies were used by the House 
Subcommittee on Government Publicity and Propaganda, chaired by the 
Republican Representative Forest A. Harness of Indiana, which led the 
investigation into the alleged propaganda activities of the Truman 
administration.117 Ironically, surgeon general Thomas Parran was the first 
subject of the subcommittee, even though, according the Shearon's theory, 
Parran had been "double-crossed" by the social security policymakers. In spite 
of the fact that the subcommittee could not find any evidence of unlawful 
propaganda, the investigation did undermine the authority of the Social 
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Security Board's Bureau of Research and Statistics, as Congress, in 1949, 
decided to drastically cut its funding.118 

Marjorie Shearon could of course be dismissed as merely an extreme and 
paranoid example of cold war politics. As LS. Falk told in his testimony to the 
FBI, Shearon was "a professional hate- and smear-monger who has no respect 
for truth or integrity."119 Her views were however influential. Moreover, 
Shearon's interpretation may have been far off, her arguments did contain a 
number of valid observations. The national health insurance movement had 
indeed been led by a small group of lay reformers. The studies of the CCMC, 
the CES, and the Social Security Board were indeed part of a linear process 
resulting in the Wagner-Murray-Dingell bills. Moreover, the social security 
policymakers were more than merely objective technicians; they had actively 
been advocating a national health insurance program. Shearon's paranoid 
views helped the opposition in Congress to undermine the power of the Social 
Security Board. As historian Alan Derickson has pointed out, "Opponents of 
the Wagner-Murray-Dingell bills correctly judged that forcing [the social 
security policymakers] into a more passive, technical role would injure the 
movement for change."120 

Even though the actions in Congress proved that social security policy 
was a political issue, the social security policymakers continued to believe that 
they were above politics. They were trying to do their job in a scientific and 
objective manner. Moreover, the social security policymakers believed that the 
political chances for reform were increasing. When questioned if the Wagner-
Murray-Dingell bills had been defeated by the "rabid anti-communism and 
anxiety" in American politics after World War II, Arthur Altmeyer denied such 
action and explained that the political perspectives had been quite the opposite. 
Inspired by the British Beveridge Plan, Altmeyer argued, "it looked as if the 
fervor of a brave new world, envisaged after the war was won, would carry over 
to this country and lead to great social changes and progress, ... as a matter of 
fact, there was included in the Atlantic Charter, as part of the principles for 
which we were fighting, health insurance."121 

EXTENSION OF MEDICAL CARE INSTEAD OF HEALTH INSURANCE 

Ever since his work in the CCMC, LS. Falk had argued that a national health 
insurance plan should always be combined with a proposal to extend medical 
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care. In 1934, Edgar Sydenstricker and Falk had convinced President Roosevelt 
and Frances Perkins that a national health plan should go beyond health 
insurance alone. As Falk would say, "If you propose a health insurance 
program and you don't make a provision to deal with shortages of personnel or 
with hospitals and other facilities, you'll get your throat cut."122 In other words, 
in addition to the health insurance program, the extension of medical facilities 
was needed to provide the services financed by the new program. However, it 
had never been the intention of the social security policymakers to limit the 
plans to the extension of medical care alone. As far as the social security 
policymakers were concerned, the extension of medical care should be 
considered as complementary to a national health insurance program, and not 
as an alternative. In the same way as national health insurance without 
constructing new hospitals did not made sense (one does not need to finance 
services that are not available), constructing new hospitals without enacting a 
national health insurance program did not make sense either (one does not 
need to supply services that cannot be used due to lack of health insurance 
coverage). As LS. Falk pointed out, merely focusing on the extension of 
medical care was based on "the unwisdom of building hospitals unless there are 
also provisions to finance their use."123 

The 1938 National Health Program and the 1939 Wagner health bill had 
included a hospital construction program, though both as a complementary part 
of a broader health program. The failure of Roosevelt's limited hospital 
construction bill of 1940 reaffirmed the belief of the social security 
policymakers that they should not compromise, that they.should not focus on 
the extension of medical care alone. Subsequently, the Wagner-Murray-Dingell 
bill of 1943 included both a (federal) national health insurance program and a 
(joint federal-state) hospital construction program. While the Social Security 
Board and the AMA remained at deadlock in their battle over the Wagner-
Murray-Dingell bill, the PHS formed a coalition with the American Hospital 
Association (AHA) to advocate federal legislation for medical research and 
hospital construction. The belief that the extension of medical care was the best 
and only way to raise the quality of medical care was reaffirmed by the war 
experience. Americans were shocked to hear that many young men were unfit 
to serve in the army because of poor medical care. Moreover, the war effort had 
stimulated research in medicine leading to important discoveries such as 
penicillin. Writing in her "My Day" newspaper column, Eleanor Roosevelt 
expressed this new consensus best. Even though guaranteeing access for all 
Americans was the ultimate goal, the former first lady believed that, "no matter 
what we do," only federal subsidizing of medical research and education could 
raise the standard of quality. "This means not only more medical facilities but 
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more doctors, scientists, dentists, nurses and other specialists."124 Meeting little 
opposition, this new consensus further undermined the cause of national health 
insurance.125 

While Congress refused to act on the Wagner-Murray-Dingell bills, 
legislation to extend medical care was passed relatively easily in the years after 
World War II. Two important bills were passed in 1946. The National Mental 
Health Act established a federal grants program to subsidize the improvement 
of mental health institutes and encourage medical research. The Hospital 
Survey and Construction Act, better known as the Hill-Burton Act, established 
a federal grants program to subsidize the construction of new hospitals.126 Both 
programs were joint federal-state programs, enabling the support of the 
Southern Democrats. The Democratic co-sponsor of the Hill-Burton bill was 
Senator Lister Hill, both a Southerner and the son of a physician. The Hill-
Burton bill also did not threaten racial segregation in the South as an 
amendment to outlaw racial and religious discrimination in hospitals built 
under the Hill-Burton program had been rejected. The Hill-Burton program 
was a major success in the South. Senator Hill's home state Alabama was the 
first to build a hospital under the Hill-Burton program and would become the 
state with the most Hill-Burton hospitals.127 

The new consensus also became dominant among the liberal Democrats. 
Even though President Truman had made national health insurance a key issue 
of the 1948 presidential elections campaign, the Democratic Party refused to 
include national health insurance in its platform plank to be presented at the 
National Democratic Convention. To the dismay of Truman, the Democratic 
Party merely called for the enactment of a "national health program for 
expanded medical research, medical education, and hospitals and clinics."1 

Also the Committee for the- Nation's Health (CNH) was split over the choice 
between the extension of medical care and a national health insurance 
program. While Michael M. Davis, with the support of the AFL and CIO, 
wanted to continue advocating national health insurance, Mary Lasker and the 
Rosenwald family, the CNH's main source of funding, joined the new 
consensus.129 Even FSA administrator Oscar Ewing, perceived by the 
opposition as Mr. National Health Insurance himself, complained at staff 
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meetings that he was "sick & tired" of having health insurance as the "main 
thing or only thing," suggesting that the focus should be on subsidizing 
medical education and hospital construction.130 Senator Hubert Humphrey was 
one of the few remaining liberal Democrats calling for national health 
insurance. "We may build more hospitals, train more doctors, and discover new 
cures. But they must be supplemented by pooled purchasing power to pay for 
hospital care in each community to be effective."131 Hubert Humphrey was an 
exception, however, as most of the postwar liberals had come to the conclusion 
that the extension of medical care was not so much complementary to national 
health insurance, as in fact an acceptable alternative. 

CONCLUSION 

Throughout his presidency, President Franklin D. Roosevelt maintained a 
seemingly ambiguous position on national health insurance. He promised the 
medical profession that he would keep politics out of medicine, but he never 
denounced national health insurance altogether. He kept the reformers 
believing that he was on their side in the battle with the AMA, telling them 
that the "same old crowd that has fought us so often is still at it - and only 
death will mend their ways."132 Roosevelt cleverly told each side what it 
wanted to hear, thereby pacifying the opponents without discouraging the 
reformers. He neither opposed nor favored national health insurance in 
principle, but regarded it as one possible option among others. By remaining 
uncommitted, he was able to keep all his options open. 

Unlike his predecessor President Roosevelt, President Harry S. Truman 
has been remembered as a champion of the national health movement. In his 
memoirs, Truman expressed his disappointment about the failure of his 
national health insurance plans: "I have had some bitter disappointments as 
President, but the one that has troubled me most, in a personal way, has been 
the failure to defeat the organized opposition to a national compulsory health-
insurance program."133 He genuinely disliked the medical profession as 
represented by the AMA and expressed his grievances both in public and in 
private. "What a bunch of robbers they are!" as Truman wrote his cousin Ethel 
Noland. "Why can anyone be against my health program?"134 Even though 
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President Truman took a seemingly unequivocal stance on national health 
insurance, his direct commitment can be questioned. He never officially 
endorsed the national health insurance bills before Congress, nor gave his full 
support to FSA administrator Oscar Ewing. National health insurance proved 
to be predominantly a campaign issue. President Truman was able to use the 
opposition of the AMA as another example of how private interests dominated 
the actions of the "do-nothing" Republicans. In the words of Daniel Fox, "Both 
Roosevelt and Truman contributed more rhetoric than presidential power on 
behalf of health policy."135 

The lack of success to get national health insurance enacted was not so 
much the result of a failure of the Truman administration to overcome the 
AMA's opposition, but rather the result of two developments: 1) the growing 
consensus on the preference for the extension of medical care, and 2) the 
success of private, employer-based health insurance achieved through collective 
bargaining. As more and more working Americans were covered by private 
insurance provided by organizations such as Blue Cross, the need for a 
government health insurance program decreased. Moreover, in an era of cold 
war politics and a strong belief in scientific progress, a consensus on the 
preference for the extension of medical care could easily be established. Even 
those favorable toward national health insurance tended to focus of the 
extension of medical instead. When former first lady Eleanor Roosevelt 
interviewed FSA administrator Oscar Ewing in her radio show, she asked him 
about "the health legislation which is perhaps the most controversial thing that 
your name is associated with, the national health insurance." In an attempt to 
explain the need for national health insurance, Ewing told Roosevelt that the 
American medical care was the finest in the world, but that health insurance 
was needed as not all Americans were able to afford the medical care they 
needed. Before Ewing could finish his sentence, however, Eleanor Roosevelt 
interrupted, exclaiming: "But we're short of doctors and nurses, now."136 
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IV: TOWARD HOSPITAL INSURANCE FOR THE ELDERLY 

Sometimes the best ideas come up at cocktail parties. One afternoon in late 
1949, federal security administrator Oscar Ewing was having a drink with 
publisher William Randolph Hearst, Jr., when suddenly the conversation 
turned to national health insurance. "I'm very much in favor of your idea for 
national health insurance," as Hearst told Ewing. "But the thing that worries 
me about it is that if anything went wrong, if it didn't work, the upheaval that 
would result would be catastrophic because we would have a completely 
different system of medicine." Instead of a national health insurance program, 
Hearst suggested, Ewing should limit the program to hospital insurance. "If it 
works ... move into national health insurance. If it doesn't work, drop the 
whole idea." Oscar Ewing liked Hearst's suggestion and subsequently discussed 
it with insurance expert Louis Pink of the New York Blue Cross/Blue Shield. 
Louis Pink added a suggestion of his own. "There is one phase of this whole 
problem where I think government might be very helpful. It's the over-65 
group." Back in Washington, DC, however, neither the social security 
policymakers nor President Harry S. Truman shared Ewing's enthusiasm for a 
65+ hospital insurance program. As Oscar Ewing recalled, "I think the 
President rather thought it would be better to lose everything at that time and 
that future events would later force the adoption of some form of national 
health insurance. But he finally said ... that he'd follow my recommendations if 
I really thought it was the wise thing to do."1 

The idea of hospital insurance for the elderly may have been new to Oscar 
Ewing, but the social security policymakers had been discussing such 
alternative strategies before. Already in 1937, during a meeting of the 
Interdepartmental Committee to Coordinate Health and Welfare Activities, 
surgeon general Thomas Parran had suggested to limit national health 
insurance to a program for social security beneficiaries. Seven years later, 
Merrill G. Murray of the Social Security Board made a similar suggestion in an 
internal memo. Even though both suggestions were ignored at the time, the 
social security policymakers did place them in their files.2 When, in 1949, 

Interview with Oscar Ewing by Peter A. Coming, 26 August 1966, Columbia 
University Oral History Collection (microfiche edition, Roosevelt Study Center), 
75-80; Interview with Oscar Ewing by J.R. Fuchs, 1 May 1969, Harry S. Truman 
Oral History Collection (microfiche edition, Roosevelt Study Center), 218-226. In 
both interviews, Oscar Ewing remembers that the meeting with Hearst took place 
in the fall of 1951. However, in November 1949,1.S. Falk sent a memo to Ewing 
on "Some Partial Approaches to Health Insurance, for Mr. Hearst," in which he 
refers to the Hearst/Ewing meeting. I.S. Falk to Oscar Ewing, 22 November 1949, 
Falk Papers, box 69, folder 710, Yale Library. 
Peter A. Corning, The Evolution of Medicare: From Idea to Law (Washington, DC: 
US Government Printing Office, 1969), 71. It should be noted that the suggested 
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Oscar Ewing asked the social security policymakers to prepare an alternative 
proposal for national health insurance, they could build upon their earlier 
plans. As Wilbur Cohen recalled, "In view of Mr. Ewing's strong request for a 
legislative draft of the proposal I immediately got in touch with LS. Falk ... 
and asked him to prepare a draft of the bill, an actuarial cost statement, and an 
explanation."3 

The social security policymakers, however, remained skeptical about any 
proposal that would mean a compromise on national health insurance. "We do 
not regard these limited-benefit approaches as being necessary, preferable or 
even desirable," as Falk told Oscar Ewing, "But they represent defensible 
proposals, and they are not fundamentally incompatible with the essential goals 
of comprehensive national health insurance."4 Ewing, on the contrary, believed 
that the new strategy was "terrific," cleverly using the existing sympathy 
toward the elderly and the advantages of the social security system. Opponents 
could hardly disagree that the elderly "deserved" medical care after working 
hard all of their lives. In addition, a limited program based on social security 
made the program financially more acceptable.5 At a press conference on June 
25, 1951, Oscar Ewing announced his recommendation to include hospital 
insurance for the elderly in the legislative program. "These people as a whole 
need much more than the average amount of hospitalization, they have much 
less than average income with which to meet the costs of hospitalization and 
much less than average opportunity to obtain private insurance."6 

Oscar Ewing's enthusiasm for the 65+ hospital insurance proposal was 
partially motivated by his own personal political agenda. "Mr. Ewing seized 
upon it very vigorously," as Falk remembered. "He had been displaying 
indications of presidential ambitions and was very much concerned with the 
possibilities of broadening the scope of the social insurance program, 
particularly with reference to what might be done in the health insurance 
field."7 However, in spite of Ewing's enthusiasm, President Truman did not 
show any interest in taking action. His advisors told Truman that, instead of 

programs would be for the American workers who paid social security tax - not for 
the retired elderly. 

3 Wilbur Cohen, "Medicare developments, 1950-1965," unpublished personal notes, 
not dated, Cohen Papers, box 278, folder 8, State Historical Society of Wisconsin. 

4 Falk to Ewing, 22 November 1949, Falk Papers, box 69, folder 710, Yale Library. 
5 Theodore R. Marmor, The Politics of Medicare (Chicago: Aldine Publishing 

Company, 1973), 14-23. 
6 "Statement By Oscar R. Ewing," 25 June 1951, Health Insurance File, Office of the 
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endorsing hospital insurance for the elderly, he could either "soft pedal the 
health issue" or establish a commission to study the need for health care 
legislation. Truman took the politically safe way out by establishing the 
President's Commission on the Health Needs of the Nation.8 "Now, if 
somebody has got a better way than the one I propose, I am perfectly willing to 
accept it," Truman said in October 1951, referring to the failure of his national 
health insurance plans.9 He clearly kept his distance from the Ewing proposal. 
"On a number of occasions I have stated that I would be happy to consider 
suggestions which were better than the measures I have endorsed," Truman 
said, "But such counterproposals have not been forthcoming."10 

Without presidential support (yet with Truman's permission), Oscar 
Ewing and the social security policymakers turned to the possible sponsors in 
Congress. Senators James Murray and Hubert Humphrey were interested in 
sponsoring hospital insurance for the elderly, though they believed that such a 
program should be seen as complementary, rather than as an alternative, to a 
national health insurance program." Representatives John Dingell and 
Emanuel Celler sponsored the House version of the bill. When, in spring 1952, 
the proposal was introduced in Congress, expectations were low. "Prospects for 
action this session appear remote," as the New York Times reported, and that 
prediction proved to be correct.12 Over the following years, Dingell annually 
reintroduced the bill in the House, which did not lead to any congressional 
action. In the Senate, James Murray and Hubert Humphrey introduced the bill 
only once more, though, in the words of James Sundquist, "even they appeared 
to have forgotten about it."13 

FOCUSING ON HOSPITAL INSURANCE FIRST 

Inspired by the comments of the social security policymakers, historians have 
interpreted the shift toward hospital insurance for the elderly predominantly as 

8 Monte M. Poen, Harry S. Truman Versus the Medical Lobby (Columbia: 
University of Missouri Press, 1979), 193. As stated before, Truman did not include 
Oscar Ewing in the commission, suggesting that the president did not give national 
health insurance high priority. 

9 Harry S. Truman, "Remarks to the Officers and Members of the Board of Trustees, 
American Dental Association, 16 October 1951, Public Papers, 579-580. 

10 Harry S. Truman, "Statement by the President on Establishing the Commission on 
the Health Needs of the Nation," 29 December 1951, Public Papers, 655-656. 

11 Wilbur Cohen to Reginald G. Conley, 9 July 1951, Cohen Papers, box 30, folder 6, 
State Historical Society of Wisconsin. 

12 As quoted in Richard Harris, A Sacred Trust: The Story of Organized Medicine's 
Multi-Million Dollar Fight Against Public Health Legislation (New York: Penguin 
Books, 1969), 55. 

13 James L. Sundquist, Politics and Policy: The Eisenhower, Kennedy, and Johnson 
Years (Washington, DC: The Brookings Institution, 1968), 293. 
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a strategy to circumvent the opposition of the medical profession as represented 
by the American Medical Association (AMA).14 This view is partially correct. 
As Oscar Ewing explained: "If physicians' services were included in the 
payment, there might be objection on the ground that it is getting us in medical 
care, as distinguished from hospital care to which the proposal is deliberately 
restricted."15 Hospital insurance would not interfere with the practice of the 
private physician. Moreover, unlike the AMA, the American Hospital 
Association (AHA) proved to be willing to discuss the possibilities of 
government programs, though without giving its endorsement.16 The social 
security policymakers, however, did not believe that such a move would be 
successful. Earlier attempts by the Social Security Board to limit health 
insurance to hospital care had failed as well. As LS. Falk remembered: 

You see, the bill that I gave Oscar Ewing in '51 was not limited to hospitalization. 
That was comprehensive. He chopped it down to hospitalization on the same 
grounds that we and the White House and the Budget Bureau had used ten years 
before. That you say to the AMA: "There are no medical benefits in this thing. 
This is just to pay the hospital bill." It didn't work. The AMA said: "Oh, that's 
just the camel's nose, and it's a hell of a big nose, getting under the tent. Sure, if 
you get hospitalization benefits, how long will it be before you tack on medical 
benefits?" And whenever anybody asked us that question, we said: "No 
comment." Because that was the intent. This is why the President [Franklin D. 
Roosevelt] concurred in our trying it out, to see whether it would wash, but it 
didn't. It got the AMA opposition just as strongly as though medical benefits had 
been in it. And after we got burnt on this series of bills in '40, '41, '42, we said 
we'd had enough ofthat - "we don't have to leam our lesson twice." Ewing had 
to learn it, though.17 

The AMA's opposition and the unwillingness of Congress to act on any kind of 
health insurance proposal had convinced the social security policymakers that 
no compromises on the scope of a national health insurance program should be 
made. As far as the social security policymakers were concerned, national 
health insurance had to be comprehensive and nation-wide. 

There were, however, more practical reasons to focus on hospital 
insurance than the circumvention of the AMA's opposition alone. The costs of 
hospital care were increasing at a higher rate than the costs of medical care. As 
LS. Falk told Wilbur Cohen in June 1941, "For the longer run, it may be 
assumed [that] the volume of hospital services per capita will increase because 
of the aging of the population, its increasing urbanization, changing family 

14 See for example Poen, Harry S. Truman Versus the Medical Lobby. 
15 Ewing to Joseph T. Hammer, 13 September 1951, Cohen Papers, box 30, folder 9, 

State Historical Society of Wisconsin. 
16 Cohen to Falk, 7 May 1951, Falk Papers, box 61, folder 541, Yale Library. 
17 Interview with LS. Falk by Peter A. Coming, 23 October 1968, Columbia 

University Oral History Collection (microfiche edition, Roosevelt Study Center), 
228-229. 
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composition, and the trend toward increasing practice of medicine and surgery 
in hospitals."18 Moreover, the hospital was becoming dominant in medical 
care, a development which the medical specialists had been emphasizing 
before. "We can be confident that in the future, even more than in the past, the 
hospital will be the center of coordinated services for the well and for the sick," 
as social security policymaker Arthur Altmeyer stated. The social security 
policymakers believed that, "interlocked with the educational institutions of the 
universities and medical schools, the hospital of today is the health center of 
the future." By doing so, the Social Security Board had incorporated the view 
of the medical specialists, who, unlike the AMA, supported group practice and 
federal subsidies for the extension of medical care. Without explicitly referring 
to the AMA, Altmeyer warned: "Those who would make of the hospital a 
building in which to furnish bed, nursing and only technical services and who 
propose to separate professional services from hospital care, are flying in the 
face of experience and progress. They would not merely stop the clock; they 
would turn it back. Their view cannot and should not prevail."19 

The shift toward hospital insurance for the elderly started with hospital 
insurance for social security beneficiaries first, and only a decade later did the 
social security policymakers limit such a program to the elderly. The idea to 
focus on hospital insurance was an old one, already suggested by President 
Franklin D. Roosevelt. In his annual budget message to Congress on January 5, 
1942, Roosevelt emphasized the incremental character of the Social Security 
Act. "From the inception of the social security program in 1935 it has been 
planned to increase the number of persons covered and to provide protection 
against hazards not initially included." Among the proposed additions to the 
Social Security Act, Roosevelt suggested to add permanent and temporarily 
disability payments and hospital insurance.20 Based on the president's wishes, 
the Social Security Board immediately developed a plan for hospital insurance 
for social security beneficiaries. Similar to health insurance programs in other 
western welfare states, the covered population would be the (male) industrial 
workers and their dependents. Moreover, hospital insurance would be 
presented "as a matter or right, without any means test."21 

To discuss this hospital insurance plan, the Social Security Board 
organized a two-day conference, held in Washington, DC, in September 1942, 

18 Falk to Cohen, 11 June 1941, Cohen Papers, box 57, folder 4, State Historical 
Society of Wisconsin. 

19 Arthur Altmeyer, "Financing Hospital Care Through Social Insurance," 15 
September 1943, Falk Papers, box 60, folder 537, Yale Library. 

20 Franklin D. Roosevelt, "The Annual Budget Message," 5 January 1942, Public 
Papers, 6-20. 

21 "Hospitalization Payments: Social Security for the Costs of Hospital Care," no 
author, 2 February 1942, Cohen Papers, box 52, folder 4, State Historical Society 
of Wisconsin. 
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with representatives of the American Hospitals Association (AHA), the 
Protestant Hospital Association, and the Catholic Hospital Association. Also 
present were representatives of the Department of Labor and the Public Health 
Service (PHS). Even though the hospital associations did not endorse the Social 
Security Board's proposal, the social security policymakers asked the 
representatives to discuss the objectives without arguing about the desirability 
of such legislation. The proposed plan would be national in scope and based on 
payments made through the social security system. The social security 
policymakers had estimated that by 1944, 47 million American workers would 
pay social security taxes, of which roughly 40 million would be eligible for the 
hospital insurance program. Coverage would also include the dependents of 
these workers, 18 million "wives" and 20 million "dependent children." In 
addition, the plan could include the estimated 2 million retired workers who 
already received social security benefits. In total, depending on the scope of the 
program, the program could cover between 80 and 100 million workers.22 

Similar to the health insurance programs in other western welfare states, the 
proposed hospital insurance program was foremost targeted at the actual 
working Americans and their dependents. The retired workers were not 
automatically included, but added as a possible option. The program would 
only apply to general hospitals providing acute care, as institutions for special 
care (such as hospitals for mental care or tuberculosis) and for the treatment of 
the chronically ill were not included. Even though the participants of the 
conference disagreed about how a government hospital insurance program 
would influence the role of voluntary health insurance programs, such as Blue 
Cross, they unanimously agreed that a government program should "encourage 
the growth and development of the Blue Cross plans on a voluntary basis."2 

Even though the conference on hospital insurance did not result in an 
endorsement by the hospital associations, a hospital insurance bill sponsored by 
Senator Murray was introduced to Congress in 1942.24 However, once the first 

22 "Hospital Payments Under Old-age and Survivors Insurance; Approved Summary 
of the discussion at a meeting of members of the staff of the Social Security Board 
with the Special Committee of the Board of Trustees, American Hospital 
Association, and the Joint Advisory Committee of the American Hospital 
Association, Protestant Hospital Association, and Catholic Hospital Association," 3 
and 4 September 1942, Falk Papers, box 60, folder 537, Yale Library. IS. Falk 
later added an undated note to the report, stating: "This paper reports a historically 
(little-known) important episode. It could have led to major legislative 
developments at the Congressional level, but it didn't (war-time, domestic 
conflicts, etc)." 

23 "Hospital Payments Under Old-age and Survivors Insurance," 3 and 4 September 
1942, Falk Papers, box 60, folder 537, Yale Library. 

24 Daniel Hirshfield surprisingly states that "The President's [hospital insurance] 
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Wagner-Murray-Dingell bill was introduced to Congress in 1943, proposing a 
comprehensive national health insurance program, the issue of hospital 
insurance vanished in the background. The discussion on hospital benefits did 
not reappear until the implementation plans of President Truman's National 
Health Plan of 1949. Since a comprehensive national health insurance program 
could not be implemented at once, the PHS had suggested to implement the 
program in several stages. LS. Falk was against such a "staging" process. As 
far as he was concerned, staging was "not very good - impractical, geared to 
hospitalization & group-practice, but not adequate to meet [national] needs." 
Nelson Cruikshank of the American Federation of Labor agreed. If staging was 
necessary, Cruikshank wanted "MD services first."25 As Falk concluded: 

In summary, "staging" is not necessary; it is not desirable; and it carries great 
dangers. It may be the original intention that partial benefits should rapidly 
become comprehensive; but if the change should be delayed, limited scope of 
benefits would gravely distort the proper content and organization of medical care. 
Merely announcing the intention of "staging" the benefits may strengthen the 
proposals for "contracting out" to voluntary plans; Blue Cross and Blue Shield 
provide limited and categorical benefits of the scopes contemplated in some of the 
advocated "staging" patterns. "Staging" may threaten to sacrifice the objectives of 
care early in the course of disease or illness, and the objectives of strengthening 
preventive services; it would weaken the status and the future opportunities of the 
general practitioners, especially those with limited or no hospital connections; and 
it would make more difficult the subsequent solution of administrative problems 
in paying for comprehensive services. 

Moreover, Falk feared that any compromise on the scope of national health 
insurance would undermine the most important objective. "National health 
insurance is national because it undertakes to draw on the economic recourses 
of the whole nation in order to meet the health needs of people everywhere -
whether they live in rich or poor areas, and whether they are urban or rural."27 

Falk realized that the "most common" proposal of limited benefits - either 
as part of the staging process or as a separate bill - was the one focusing on 
hospital care first. In a memo to Oscar Ewing, he repeated the advantages of 
such a program, only to refute them with the disadvantages. The positive side 
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States from 1932 to 1943 (Cambridge, Massachusetts: Oxford University Press, 
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25 LS. Falk, "Desk Diary Notes," 23 November 1948, 2 December 1948, 27 
December 1948, 10 January 1949, 14 January 1949, 1 February 1949, Falk Papers, 
box 64, folder 613, Yale Library. 

26 LS. Falk, "Draft of a 'Policy' for the Administrator," 7 February 1949, Falk Papers, 
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27 LS. Falk, "Some Alternatives to Comprehensive National Health Insurance," 28 
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of focusing on hospital care would be the relatively easy way to start such a 
program. Reimbursement procedures were easy to negotiate with hospitals. 
Hospital insurance would help to solve one of the more expensive problems of 
medical care. In addition to the patients, the hospitals would benefit from such 
a program, bringing in more money. Most important, the start of a hospital 
insurance program could be the stepping stone to further benefits. Nevertheless, 
Falk believed that there were important disadvantages. Hospital contracts 
would not necessarily be easier to negotiate that contracts with physicians. The 
insurance of hospital care would only lead to more usage of hospital care, at the 
cost of preventive care. If only hospital care was reimbursed, people would be 
encouraged to go to the hospital instead of the general practitioner. In addition, 
as Falk concluded, hospital insurance would "be illogical and unsatisfactory to 
the public, because, wherever there are hospitals and hospitalized patients there 
are attending physicians, and people would fail to understand why the 
insurance covers the hospital bill but not that of the attending physician." 

In spite of the reluctance of the social security policymakers, the 
suggestion to achieve national health insurance by gradual steps gained support 
among the advocates of national health insurance. C-E.A. Winslow, Falk's 
former mentor, published an editorial in the American Journal of Public 
Health, proposing to approach national health insurance in gradual steps, 
either by covering only a segment of the population, or by covering only a 
segment of the medical care, as would be the case with hospital insurance. Falk 
warned Winslow that such an approach would hinder rather than help the 
objective of national health insurance and he expressed his "concern over the 
danger of fragmenting medical services - by covering some under an insurance 
program while indefinitely postponing coverage for others."29 The views of the 
social security policymakers, however, did not prevail as political pressures -
after the failure of the Wagner-Murray-Dingell bills and President Truman's 
National Health Plan - called for a more limited approach. 

THE ELDERLY 

Up to the 1940s, the national health insurance proposals of the Social Security 
Board were targeted at the industrial workers, similar to the programs in other 
western welfare states. Even the early proposals to provide hospital insurance 
for social security beneficiaries were meant for the working instead of the 

28 LS. Falk, "Some Alternatives to Comprehensive National Health Insurance," 28 
November 1949, Falk Papers, box 69, folder 710, Yale Library; See also, LS. Falk, 
" 'Staging' of the Health Insurance Benefits," 31 March 1949, Records of the 
Social Security Administration, Division of Research and Statistics, box 26, file 
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version), 4 January 1950; Falk to Winslow, 16 December 1949, Falk Papers, box 
65, folder 621, Yale Library. 
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retired Americans.30 The proposed programs which were specifically targeted 
at the elderly tended to be social welfare rather than social insurance programs, 
meaning that only the so-called medically indigent would be eligible. "It has 
been suggested that the proposals to extend hospitalization insurance to most of 
the population be laid aside for the present, and that, instead, Federal aid 
should assist in providing hospital care for the aged poor," as Arthur Altmeyer 
stated in 1943. The social security policymakers did not believe that such 
programs were desirable. "The insurance needs of 100 to 125 million self-
supporting persons are not to be met by improving the provisions for a few 
million who are needy."31 

Before 1950, only relatively a few Americans, predominantly industrial 
workers, were included in the social security system. This changed with the 
social security amendments of 1950, which enabled the inclusion of 
agricultural workers, domestic servants, and the self-employed. Due to these 
amendments, the role of the federal government in social policy increased. 
While social welfare programs were predominantly federally funded programs 
on state level, social insurance programs were federally administrated. In 1951, 
for the first time, the amount of social security benefits outnumbered the 
amount of old-age assistance. The amendments of 1950 made the social 
security program dominant in the American welfare state, providing universal 
coverage to the majority of Americans. Linking a national health insurance 
program to the social security system made more sense than in the years before, 
since the number of Americans included within the system had increased.32 

As stated before, health insurance programs in most western welfare 
states were initially targeted at the (male) industrial workers. In the United 
States of America, however, the focus was shifted toward providing hospital 
insurance for the elderly. Such a shift seemed to be a logical step after limiting 
hospital insurance to social security beneficiaries. Hospital insurance for the 
elderly did fit within the incremental character of the Social Security Act. 
Starting with a relatively small number of elderly, the program would naturally 
grow along the lines with the growth of the population. "It is estimated that the 
number of persons, 65 and over, at the present time is 12,6 million. We 
estimate that 4,370,000 persons age 65 and over, or 35 percent of all aged 
persons, would be eligible for the hospitalization benefits if the plan were in 

30 Historians often assume that the early proposals to provide hospital insurance for 
social security beneficiaries were meant for the elderly, which was not the case. 
See for example, Irving Bernstein, Promises Kept: John F. Kennedy's New 
Frontier (New York: Oxford University Press, 1991), 247. 

31 Arthur Altmeyer, "Financing Hospital Care Through Social Insurance," 15 
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32 Edward D. Berkowitz and Kim McQuaid, Creating the Welfare State: The Political 
Economy of 20th-Centuiy Reform, revised edition (Lawrence: University Press of 
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effect at the present time," as the social security policymakers stated in 1951. 
"As a result of the growing number of persons receiving OASI [Old-Age and 
Survivors' Insurance] benefits and the 1950 amendments, we estimate a total of 
about 5.5 million would be eligible at the present time. This number will grow 
to about 6.3 million on July 1, 1952, and to about 7.0 million on July 1, 1953. 
This number will continue to grow. We expect this number to increase to about 
ten million in 10 to 15 years from now."33 The shift toward providing hospital 
insurance for the elderly, however, was neither the direct result of the political 
attempt to circumvent the AMA's opposition, nor the direct result of limiting 
hospital insurance to social security beneficiaries. In the early 1940s, the social 
security policymakers had already tried to circumvent the AMA's opposition by 
focusing on hospital insurance, but to no avail. The AMA continued to oppose 
any form of government health insurance. Linking hospital insurance to social 
security beneficiaries did not necessarily mean that the elderly would receive 
benefits, as the first proposals focused on the American workers. Instead, the 
move toward targeting the elderly was the answer to a consequence of a typical 
aspect of the American welfare state: the governmental encouragement of 
privately controlled social benefits.34 The increase of private, employer-based 
health insurance undermined the drive for national health insurance. As the 
elderly were excluded from such fringe benefits the need for government health 
insurance for the elderly increased. 

Through collective bargaining, employer-based health insurance became 
the norm for the American worker, leaving the retired worker uninsured. 
Employer-based private health insurance grew after World War II, encouraged 
by the federal government which, through tax policy, indirectly subsidized the 
American worker's fringe benefits. By the early 1950s, labor unions such as the 
Congress of Industrial Organizations (CIO), United Mine Workers, and the 
United Auto Workers had succeeded in obtaining health insurance benefits for 
their members.35 These labor unions, which members were predominantly 
industrial workers, realized that fringe benefits were far more important to the 
workers than government national health insurance. In 1948, national health 
insurance advocate Michael Davis of the Committee for the Nation's Health 
(CNH) told Arthur Altmeyer that the United Mine Workers no longer endorsed 
President Truman's National Health Plan. As Davis reported, the national 
health insurance objective received "a very serious blow" when the support of 
the labor movement was lost.36 The AFL, on the contrary, continued to support 
national health insurance. Unlike the other labor unions, the majority of the 

33 Cohen to Ewing, 19 June 1951, Cohen Papers, box 30, folder 5, State Historical 
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36 As quoted in Berkowitz and McQuaid, Creating the Welfare State, 167. 
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AFL members were not employed by large industrial companies and thus less 
likely to obtain private, employer-based health insurance through collective 
bargaining. "This Is a BIG FIGHT," as AFL president William Green stated in 
a fund-raising pamphlet for the CNH, "Life and Health Are at Stake."37 Even 
though the AFL continued to support a national health insurance program for 
the entire population, it also immediately backed the shift toward targeting the 
elderly. At its 70th annual convention in 1951, the AFL adopted the 
recommendation that Congress should enact a "medical aid" program for all 
social security beneficiaries. In addition, the AFL recommended that spouses 
were admitted to the pension rolls at the age of 60 (after all, "Facts have clearly 
shown that men marry women who are generally five years younger than they 
are") and that disabled workers would automatically receive social security 
benefits. As the AFL argued, the elderly "usually have maladies requiring 
lengthy treatment" and "are now required to depend on relatives, who may not 
be in a position to aid." Hospital insurance for the elderly could provide an 
effective solution without submitting the elderly to "a humiliating pauper's 
oath, as well as a minimum of medical aid."38 

Another motivation for the switch of focus toward the elderly was the 
growth of private, voluntary (both commercial and nonprofit) health insurance. 
The need for a national health insurance program for the entire population 
decreased as more and more Americans were covered by private health 
insurance. The elderly, however, were often excluded from such schemes. Even 
nonprofit health insurance organizations as Blue Cross and Blue Shield were 
forced to raise the premiums once their clients turned 65. The American 
Hospital Association (AHA) recognized the special problems of the elderly. As 
AHA official James Hague remembered, "The AHA quickly accepted the need 
of the aged for health care help and the need for federal assistance in the 
solution. The AHA's approach was to be via a Blue Cross card for everyone, 
destroying the differential between those who couldn't pay because everyone 
would have a Blue Cross card."39 The AHA wanted this link to Blue Cross, as 
the hospitals had a large control over this nonprofit hospital insurance 

37 As reprinted in Alan Derickson, "Health Security for All? Social Unionism and 
Universal Health Insurance," Journal of American History 80 (March 1994): 1333-
1356. William Green was also the honorary vice-president of the Committee for the 
Nation's Health. 
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organization. After the establishment of the first Blue Cross group payment 
program in 1929, the Blue Cross program grew rapidly. By 1945, 19 million 
Americans were insured by Blue Cross, and 2 million by Blue Shield (nonprofit 
health insurance initiated by the physicians).40 In spite of its recognition of the 
special problems of the aged and its continuous support of the studies of 
possible hospital insurance plans, the AHA did not endorse Ewing's hospital 
insurance for the elderly proposal.41 This refusal was partly because the social 
security policymakers did not want to use the Blue Cross/Blue Shield programs 
as intermediaries. The use of the Blues (as they were often referred to) could 
lead to a dominance of the medical profession in the administration of the 
insurance schemes. In addition, some of the Blue Cross programs were in 
competition with each other and several states had more than one Blue Cross 
program.42 Recognizing the need for federal legislation on the one hand, the 
AHA continued to oppose governmental intervention on the other. According 
to LS. Falk, the hospital associations had always been "schizophrenic" -
politically preferring voluntarism to governmental intervention, financially in 
favor of some form of state subsidized health insurance. "The hospital 
associations never made up their minds which end was up. ... They hoped 
against hope year after year (and for a while were very confident) that they had 
solved their problem without having to invoke government compulsory 
insurance through the development of the Blue Cross plans."43 

Even though the social security policymakers initially questioned the 
desirability of hospital insurance for the elderly, once FSA administrator Oscar 
Ewing had presented his proposal, the Social Security Administration heralded 
the advantages of such a program: 

There is a great need of hospital insurance for old-age and survivors beneficiaries. 
An increase in the monthly old-age and survivors insurance benefits would not 

meet the need for protection against hospital bills. 
Private insurance does not and cannot meet the need for protection against 

hospital costs. 
The plan would not adversely affect existing insurance plans. 
The plan would not interfere with the independence of private hospitals. 
The plan would help the hospitals as well as the patients. 
The plan would not interfere in any way with medical practice. 
The plan would be an insurance - not an assistance plan. 
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The plan would help to reduce relief costs to Federal, State and local governments 
and to private charities. 

The plan provides for decentralized administration. 
The plan can be put into operation without increasing the insurance contributions. 
The plan can be administered simply and economically.44 

The arguments were strong and could be politically effective. However, the 
recent failure of President Truman's National Health Plan made health 
insurance an unpopular issue. In the 1952 presidential elections campaign, 
liberal Democrats deliberately kept their distance from the issue. The social 
security policymakers, in the meantime, focused on another issue within the 
field of social security and medical care, namely disability insurance. 

THE EISENHOWER ADMINISTRATION AND DISABILITY INSURANCE 

The American view on social security underwent important changes during the 
early 1950s, as more and more Americans were included within the system. In 
addition, the number of actual retirees receiving social security benefits was 
rapidly increasing as well, making the issue of increasing benefits important in 
elective politics. Social security was becoming more popular and for the first 
time received bipartisan support. The social security policymakers tried to 
include medical care within the social security system by making small steps. 
The 1950 social security amendments included a program of federal public 
assistance for medical care, enabling direct payments to hospital and medical 
care providers, or so-called vendor payments.45 Such programs were essential 
as first steps toward national health insurance.46 

When in 1952 new social security amendments were proposed, the social 
security policymakers had included the so-called disability freeze. Workers who 
had become disabled before they retired would still receive the same amount of 
social security as they would have if they had continued working. The AMA 
opposed the inclusion of the disability freeze, claiming that it would lead to 
"socialized medicine." Action in Congress stalled because of the controversy 
surrounding the disability freeze.47 To end the impasse, social security 
policymaker Wilbur Cohen proposed a curious compromise, which can be 
named the disability freeze that never was, a measure which had already ended 
before it went into effect. Even though the disability freeze was included in the 
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bill, the measure would end on June 30, 1953, while no applications would be 
excepted before July 1, 1953.48 This seemingly useless compromise was 
important as it was the first step toward disability and health insurance within 
the law. As Wilbur Cohen explains: 

The importance and significance of the disability freeze provision of 1952, which 
was in effect the last legislative achievement of President Truman before he 
retired, was that this was the beginning step in getting a medical examination 
made of the disabled individual, which proved to the [American Medical 
Association], over their objections, that medical examinations could be made for 
eligibility purposes, under Social Security, without causing socialized medicine. 
The whole opposition of the AMA to both health insurance, disability insurance, 
almost anything, was that it was the entering wedge to socialized medicine. What 
I wanted to prove was that there could be a medical examination that did not 
adversely affect the doctor's responsibility to diagnosis and treat medical care and 
that the federal government could administer it in a fair and honest, intelligent 
and efficient [way].49 

Right before the Eisenhower administration would take over and in the midst 
of the Korean War, Wilbur Cohen succeeded in securing a constructive step 
toward national health insurance within the law. 

The election of President Eisenhower in 1952 drastically changed the 
political environment of social security. For the first time since the enactment 
of the Social Security Act, a Republican president headed the nation. 
Eisenhower's views on social security were notorious. His statement to the 
House Committee on Ways and Means in 1958 spoke for itself. "If all that 
Americans want is security, they can go to prison. They'll have enough to eat, a 
bed, and a roof over their heads."50 The AMA realized it had found a friend in 
President Dwight Eisenhower. Already in March 1953, two months after his 
inauguration, Eisenhower addressed the members of the AMA House of 
Delegates. "I have found, in the past few years, that I have certain 
philosophical bonds with doctors," as he declared. "I don't like the word 
'compulsory.' I am against the word 'socialized.' Everything about such words 
seems to me to be a step toward the thing that we are spending so many billions 
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to prevent; that is, the overwhelming of this country by any force, power, or 
idea that leads us to forsake our traditional system of free enterprise."51 

President Eisenhower's views on national health insurance were also 
notorious. After the president had been hospitalized, advocates of national 
health insurance repeatedly referred to Eisenhower's own use of government 
health insurance. As Leon Keyserling remembered: "I mean you know the story 
about Eisenhower when he had this operation he woke up from his coma and 
he said, 'By golly, ... I've got to get well so that I can fight health insurance,' 
forgetting that all his life he had been protected by health insurance and was in 
a government hospital. He never paid a penny for medicine in his life, but it 
wasn't right for other people."52 Eisenhower, undoubtedly aware of these 
stories about his alleged hypocrisy, continued to denounce national health 
insurance as "socialized medicine," stating "I don't believe in it and I want 
none of it myself, I don't want any of it."53 

In spite of President Eisenhower's personal dislike of social security, the 
American public began to appreciate its welfare state. As Edward D. Berkowitz 
and Kim McQuaid have pointed out, the fact that the Eisenhower 
administration did not try to end social security is an important success of the 
system in itself.54 The Eisenhower administration did, however, try to break the 
power of the Social Security Administration by pressuring the old school social 
security policymaker such as Arthur Altmeyer, LS. Falk, and Wilbur Cohen to 
resign. Oveta Culp Hobby replaced Oscar Ewing as FSA administrator. Soon 
Hobby became the secretary of the newly created Department of Health, 
Education, and Welfare (HEW), which included the Social Security 
Administration. As Cohen remembered, "Mrs. Hobby was a determined 
woman. Once she recommended something, she stuck with it. This was her 
great strength - and weakness."55 Hobby announced that HEW would follow an 
"AMA administration, fully committed to the wishes of the AMA." However, 
when the AMA claimed that it was solely responsible for Eisenhower's 
election, Eisenhower was not amused. 

While Arthur Altmeyer and LS. Falk resigned, Wilbur Cohen refused to 
leave the Social Security Administration. Subsequently, he was demoted to 
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Falk's former position, head of the Research and Statistics Division. In 1954, 
Cohen suggested to attach a health care program to the public assistance laws. 
The social security policymakers estimated that 30 million Americans could 
not afford voluntary health insurance. Instead of including health insurance in 
the social security program, paying the health care costs of the poor would 
become a part of the social welfare programs. As Cohen believed, such a 
program could enable a compromise between the advocates (AFL-CIO) and 
opponents (AMA) of national health insurance. Medical care for the low-
income groups would be a joint federal-state program, adding medical care to 
the existing old age and public assistance laws.57 

The Eisenhower administration recognized the power of the argument 
that the elderly in particular had difficulties to find adequate coverage under 
private insurance. Instead of a government health insurance program, the 
Eisenhower administration suggested the enactment of a subsidy program that 
would encourage the private health insurance industry to provide coverage for 
the elderly. This proposal, however, did not receive support from either the 
conservatives or the liberals. To the advocates of a government health 
insurance, the proposal was a "puny and totally inadequate 'gimmick' ... 
which can accomplish virtually nothing," while the AMA denounced it as 
"socialized medicine."58 President Eisenhower was disappointed by the 
opposition of both sides and by the failure of the private industry to participate. 
At a press conference, he stated: "There is nothing to be gained, as I see it, by 
shutting our eyes to the fact that all of our people are not getting the kind of 
medical care to which they are entitled. I do not believe there is any use in 
shutting our eyes to the fact that the American people are going to get that 
medical care in some form or another." Ike was not willing to give up on the 
issue. "This is only a temporary defeat; this thing will be carried forward as 
long as I am in this office."59 

When, in 1955, Marion Folsom of Eastman Kodak, replaced HEW 
secretary Oveta Culp Hobby, the advocates of national health insurance hoped 
that social security would return to the legislative agenda. However, as Arthur 
Altmeyer warned Wilbur Cohen, even though Folsom had supported the 
principles of social security since the early 1930s, he would probably turn out 
to be another "Secretary of not too much Health, Education, and Welfare."60 
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No longer working with his fellow social security policymakers, Cohen was 
starting to get frustrated. "I had weathered the 1953-4-5 storms of the new 
Republican Administration but Mrs. Hobby's opposition to disability insurance 
in 1955 made me very unhappy," as Cohen remembered. "The 2'/2 years under 
the Eisenhower Administration had been a great emotional and intellectual 
strain for me."61 In 1956, Wilbur Cohen accepted a position at the University of 
Michigan, though he remained an important advisor and advocate of social 
security legislation. 

Even though the Eisenhower administration opposed disability insurance, 
chances to get such legislation enacted increased after the congressional 
elections of 1954, giving the Democrats a majority in Congress. Disability 
insurance had been included in the National Health Program proposed by the 
Interdepartmental Committee to Coordinate Health and Welfare Activities in 
1938. In later years, Arthur Altmeyer expressed his regret that the social 
security policymakers had not pushed for disability insurance at that time, as 
the AMA seemed willing to accept the Interdepartmental Committee's 
proposals on the condition that the plans to encourage national health 
insurance programs on state level be dropped. Instead, disability insurance 
continued to be one of the programs to be studied by the Social Security 
Administration. After the failure of the health insurance proposals, disability 
insurance was an attractive political issue for the Democratic Party. With the 
presidential elections of 1956 in sight, Senator Lyndon B. Johnson rounded up 
support for disability insurance and the bill was passed that same year.62 The 
enactment of disability insurance was a victory of labor. The AFL had merged 
with the CIO in 1955, thereby increasing the political influence of labor's 
social security expert Nelson Cruikshank. Wilbur Cohen, as an independent 
advisor, had worked closely together with Cruikshank, proving that the bond 
between labor and the social security policymakers remained strong.63 The 
enactment of disability insurance was also a trying ground for the enactment of 
hospital insurance for the elderly. According to several participants, the only 
reason why the efforts to enact hospital insurance for the elderly had been 
postponed to 1957 was because the social security policymakers waited for the 
enactment of disability insurance.64 The American Medical Association, in the 
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meantime, understandably warned that the enactment of disability insurance 
was the next step toward a "total national compulsory sickness program."65 

CONSENSUS ON HOSPITAL INSURANCE FOR THE ELDERLY 

Even though Wilbur Cohen, LS. Falk, and Arthur Altmeyer had left the federal 
government, they continued to influence the social security developments. In 
1957, Cohen suggested to Altmeyer that they should present "something bright, 
new and shiny to challenge people and to serve as a goal for the Liberals and 
Progressives in the decades ahead." As he explained: 

If we are going to make any headway in the hospitalization or medical care field, I 
think we have to reluctantly admit that the only way we can get it is by accepting 
"contracting out." ... I think that there is no reasonable hope for even such a 
modest program as hospitalization insurance unless you are willing to, in some 
way or another, recognize the existence of existing coverage. ... One further 
bombshell. It seems to me that we will sooner or later have to admit that the only 
way to approach the medical care program is by some catastrophic plan or major 
medical approach. I have been against this in the past, but I must, reluctantly, 
admit that it is the approach that has the appeal. A final proposal is to approach 
the problem of hospitalization and medical care insurance on some type of 
Federal-State basis, even possibly through use of the credit offset device. As you 
can see, my thinking goes so far as to use the States, the credit offset method and 
"contracting out" and could be a big reversal in our entire approach. It would be a 
major problem to sell Nelson Cruikshank on such a reversal, yet I believe that if 
we are going to make any further progress in the immediate future, we will have 
to give greater recognition to the use of the States and to nonprofit agencies.66 

Cohen's search for alternatives was not surprising, as during the 1950s the 
issue of national health insurance had vanished from the political arena. Even 
the Democratic Party refused to endorse national health insurance. Adlai E. 
Stevenson, Democratic presidential candidate in 1952 and 1956, clearly 
distanced himself from the national health insurance plans of the Truman 
administration. As Adlai Stevenson stated in 1955, "There is emerging 
impressive evidence of agreement that the most promising approach to this 
problem of distribution of medical service lies in the development of voluntary, 
private, prepayment health insurance programs."67 

By 1957, however, the situation had changed. Almost unnoticeably, the 
idea of hospital insurance for the elderly as an alternative for (instead of 
complementary to) national health insurance had been crystallized. While the 
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issue of national health insurance seemed to have vanished in the background, 
the issue of the elderly and their specific problems had received high priority 
on the political agenda. In March 1956, President Eisenhower established the 
Federal Council on Aging, which was to explore the possibilities for programs 
targeted at the elderly. Even though the discussions on the problem of the 
elderly did not primarily focus on their inability to obtain private health 
insurance coverage, soon the proposal for a health insurance program for the 
elderly became the main issue in the debate. This was largely due to the efforts 
of the AFL-CIO. Nelson Cruikshank, head of the labor union's social security 
department, worked closely together with Wilbur Cohen in the drafting of a 
new proposal.68 

Three factors played an important role in making hospital insurance for 
the elderly a top priority on the political agenda of the Democratic Party and 
the labor movement. First of all, the number of Americans over 65 was 
growing rapidly. Most of them were excluded from private, employer-based 
health insurance, which provided health insurance coverage to the working 
Americans. Even though the elderly were not the only segment of the 
population that was excluded, they were the most visible. Second, hospital 
insurance for the elderly had also a strong appeal to the non-elderly. Not only 
were most Americans expecting to grow old themselves, but a large amount of 
the health care costs of the elderly were carried by their grown children. In this 
way, as the argument went, working Americans were often forced to choose 
between the health care costs of the aged parents and the college education of 
their children. Finally, and perhaps most important, the liberal Democrats 
recognized the political power of hospital insurance, which could be an 
effective issue to compete with the rather popular Eisenhower administration. 
This revived enthusiasm for hospital insurance for the elderly (which would 
become known as Medicare) hid the fact that still a large number of the 
younger American population did not have any health insurance coverage 
either. The appeal of the new Medicare ideal erased any plans for national 
health insurance. Even LS. Falk, who remained active as advisor in the 
background, had to recognize that focusing on hospital insurance for the 
elderly first was "tactically the best for getting initial enactment and for 
providing a basis for evolution of comprehensive care on a sound pattern." ' 

The appeal of Medicare was however not immediately recognized. In 
search of a sponsor in Congress, the AFL-CIO finally found a willing 
Democrat in Representative Aime Forand, the fourth ranking Democrat in the 
House Committee on Ways and Means. Even though Wilbur Cohen had 
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already discussed the issue with him back in 1951, Forand was not well 
informed about health insurance for the aged.71 He depended on the AFL-CIO 
for actual information and speeches. Once the issue, to Forand's surprise, 
proved to be a large political success, Forand became of the most ardent 
advocates of health insurance for the elderly. As AFL-CIO social security 
expert Nelson Cruikshank remembered: "From then on, Aime Forand thought 
he invented the whole idea. We didn't bother to disillusion him. He was a great 
friend. That's the way is was done."72 The introduction of the Forand bill in 
Congress almost went unnoticed. Senator Paul Douglas would later remember 
a meeting in southern Illinois, when "a bedraggled oldster with many missing 
teeth asked me about the chances of passing the Forand bill." Much to his own 
embarrassment, Douglas admitted, "I had to ask him to tell me what it was. He 
gave me the rough outlines of the measure. Then he said, 'I need that badly,' 
and the little band of aged courthouse loungers nodded gravely, although 
without much hope."73 While the politicians seemed to ignore the issue, 
however, the public and the press began to notice the issue. Part of this revised 
interest was caused by the opposition of the American Medical Association. "I 
want to pay tribute to the AMA for the great assistance they have given me in 
publicizing this bill of mine," as Aime Forand jokingly announced, "They have 
done more than I ever could have done."74 

THE KERR-MILLS PROGRAM 

The main obstacle to get health insurance programs enacted was not so much 
the opposition by the medical profession, but the unwillingness of the 
committees in Congress to let the health insurance proposals come to a vote on 
the floor. The Finance Committee was responsible for health insurance 
proposals in the Senate, the Committee on Ways and Means in the House of 
Representatives. Health insurance proposals met the most opposition in the 
House, prompting the advocates of national health insurance to speak of the 
House In No Way and by No Means Committee.75 Pressure to enact some form 
of health insurance increased, however, when, in 1959, the Senate 
Subcommittee on the Problems of the Aged and Aging, chaired by Senator 
Patrick McNamara, a Democrat from Michigan, started hearings all throughout 
the nation. The testimonies of the elderly had a strong impact on public 
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opinion and received a lot of attention from the media. "I don't care whether 
you call it socialized medicine or free medicine, or what, but something should 
be done," as one senior citizen exclaimed. "The cost of hospitalization is 
enormous. It can wipe out all that we have in a short period of time." 

In addition to the hearings of the McNamara subcommittee, pressure on 
Congress increased because of the coming presidential elections. Democratic 
presidential candidate John F. Kennedy had made Medicare an important 
campaign issue. While Congress had ignored the Forand bill since its 
introduction in 1957, three years later action was required. Three different 
proposals were introduced. The Kennedy Medicare bill was the Senate version 
of the Forand bill, proposing hospital insurance for the elderly based on the 
social security system. The Javits bill, a counterproposal by the moderate 
Republicans, proposed a voluntary system of health insurance, also based on 
the social security system, which left the retiree the choice between a health 
insurance benefit or a cash payment. The final choice was Kerr-Mills, a public 
welfare bill which would give financial aid to the so-called medically indigent 
over 65. This joint federal-state program left the initiative to start a medical 
assistance plan to the states. While Medicare was based on the principle of 
social insurance, Kerr-Mills was based on social welfare, merely providing 
benefits once poverty had stricken. Addressing the House of Representative for 
the last time before his retirement, Representative Aime Forand stated that the 
Kerr-Mills program would do no harm, but not any good either. "Personally, I 
think it is a sham. I think it is a mirage that we are holding up to the old folks 
to look at and think they are going to get something."77 

The Kerr-Mills program was enacted and subsequently signed into law by 
President Eisenhower. Representative Wilbur Mills, who chaired the House 
Committee'on Ways and Means, would later remember: "We could pass Kerr-
Mills because there was no objection to it."78 Some action had to be taken, and 
to the opponents of Medicare, Kerr-Mills was the most acceptable alternative. 
Even though the Medicare proposal lost, the occasion was historic, as for the 
first time, a national health insurance proposal had come up for a vote in the 
Senate. The Medicare advocates, however, feared that the enactment of Kerr-
Mills would mean the end of Medicare, as pressure was taken off Congress to 
enact a health insurance program. They could not understand why Wilbur 
Cohen, the Medicare expert, had assisted Senator Robert Kerr in the drafting of 
the Kerr-Mills program. Wilbur Cohen, however, had three important reasons 
to support the Kerr-Mills legislation. First, he wanted to strengthen the already 
existing public assistance medical programs. Second, he believed that the Kerr-
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Mills program could provide medical assistance to those Americans who would 
not be covered by existing and future social security programs. Third and 
finally, he wanted to avoid the enactment of an alternative program that could 
make the future enactment of Medicare unlikely. As far as Wilbur Cohen was 
concerned, the Kerr-Mills program was not an alternative for Medicare, but a 
complementary program which would eventually help to get Medicare enacted. 
"There were many persons in 1960 who felt strongly that the Kerr-Mills 
proposal should not be enacted. They believed it would retard the movement for 
hospital insurance thru SS [social security]," as Wilbur Cohen remembered. "I 
did not share this view and was strongly criticized by many of the supporters of 
hospital insurance. I believed then - and I believe now - that this was the right 
decision - it was both pragmatically as well as tactically sound and was in 
accord with good program development to meet existing needs." 

Wilbur Cohen realized early on that private, employer-based health 
insurance for the workers and a government health insurance program based 
on the social security system for the elderly would leave a segment of the 
population uninsured. A social welfare program, providing medical assistance 
when needed, was necessary to fill in that gap. As Cohen explained, "The 
Kerr-Mills program is a necessary underpinning to all other programs so that 
any individual who does not have private insurance or social security will still 
be able to have his medical needs met."80 The main problem with the Kerr-
Mills program was, however, that the initiative to start a medical assistance 
was left to the individual states. "There are two directions that Kerr-Mills can 
take and both are dangerous," as Cohen warned Senator Clinton P. Anderson. 
"In the wealthy States, it can become a political poker game, which each side 
upping the ante to win the approval of the elderly. In the poorer States, as the 
financial burden becomes unbearable, wholesale cutbacks are ordered, and the 
bills of doctors and hospitals will remain unpaid."81 

During the first three years after its enactment, Kerr-Mills proved to be 
rather ineffective. By 1963, only a few states had started a Kerr-Mills program. 
Moreover, roughly three-quarters of the federal money spent on Kerr-Mills had 
gone to three states alone, namely California, Massachusetts, and New York 
State.82 The AMA, however, decided to support the Kerr-Mills program, even 
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though initially organized medicine had opposed its enactment. The physicians 
argued that there was no use for Medicare as the elderly in need were already 
taken care off by Kerr-Mills. Moreover, the AMA accused the Department of 
Health, Education, and Welfare (HEW) of deliberately sabotaging the Kerr-
Mills program, in an attempt to prove its ineffectiveness. These allegations 
were echoed by Representative Thomas Curtis from Missouri, an ardent 
opponent of social security. Wilbur Cohen, who had returned to HEW in 1961, 
was furious about these allegations. "Let me say something, Mr. Curtis, that 
you may not know," as Cohen wrote in a reply of eight pages. "As a consultant 
to Senator Kerr I redrafted the House version of the bill (the Mills bill) for 
Senator Kerr." Moreover, not HEW but many of the state medical societies 
were obstructing the implementation of the Kerr-Mills program. "I wonder how 
much you have done to urge State officials and legislators to take advantage of 
Kerr-Mills," as Cohen concluded, "What did you do in Missouri?"83 In spite of 
Cohen's denial, however, the rumors that HEW was boycotting Kerr-Mills 
continued for the years to come.84 

CONCLUSION 

Historians have explained the change of strategy to focus on hospital insurance 
for the elderly as an attempt to circumvent the opposition of the AMA. By 
limiting insurance to hospital costs and focusing on the "deserving" elderly, 
policymakers undermined the AMA's argument that Medicare would destroy 
the- sacred doctor-patient relationship or undermine the. American worker's 
individualism and self-reliance. Even though the policymakers indeed hoped 
that hospital insurance for the elderly would be more acceptable to the medical 
profession, they realized that this probably would not be the case. During the 
early 1940s, the AMA had also opposed President Roosevelt's proposals for 
hospital insurance. Most important, the social security policymakers, 
particularly LS. Falk, were initially against limiting the program to hospital 
insurance for the elderly. They preferred the proposal of a comprehensive 
national health insurance program, realizing that the AMA would oppose all 
proposals regardless of focus or size. To the social security policymakers, 
limiting the program to hospital insurance for the elderly was an unacceptable 
compromise. Only after FSA administrator Oscar Ewing, with President Harry 
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S. Truman's permission, continued to push for this strategy, the social security 
policymakers went along and became active promoters of the program that 
would become known as Medicare. 

The social security policymakers had to admit that limiting the program 
to hospital insurance for the elderly did make sense. As the elderly were part of 
the non-working population, they tended to be excluded from the private, 
employer-based health insurance programs. Moreover, as the elderly were 
considered to be a high-risk group, health insurance coverage was far more 
costly. Subsequently, the elderly became the logical target of government 
health insurance. Targeting the elderly also had an ideological advantage: no 
opponent would dare to argue that the elderly did not deserve adequate medical 
care. As a result, the discussion on hospital insurance for the elderly was not 
perceived as part of the national health insurance debate, but as part of the 
debate on the problems of the elderly. 

With the election of President Dwight Eisenhower, the movement for 
hospital insurance for the elderly came to a temporarily hold. The forced 
resignations of Arthur Altmeyer and LS. Falk, later followed by Wilbur Cohen, 
undennined the insurance movement in the Social Security Administration. At 
that time, the importance of labor increased. The AFL and CIO merged in 
1955 and became the main architect of the Medicare bill. However, labor 
refrained from action until the enactment of disability insurance. To both the 
social security policymakers and the labor movement, the inclusion of the 
disability freeze in 1952 and the enactment of disability insurance in 1956 were 
small but important steps toward a government health insurance program. 

The establishment of the Federal Council on Aging in 1956 created a 
platform that could be used for the launching of Medicare. Even though 
President Eisenhower had always been against "socialized medicine," he 
realized that something needed to be done for the elderly. Subsequently, the 
debate focused on the distinction between social insurance and public 
assistance. While the social security policymakers (at that time working as 
independent advisors) and the labor movement preferred the inclusion of health 
insurance within the federal system of social security (social insurance), the 
opponents of Medicare preferred either a program of voluntary health 
insurance or a public assistance program on a joint federal-state level. The 
resulting Kerr-Mills program may have been an unsatisfying compromise, its 
enactment was an important step toward Medicare and Medicaid. 



V: ENACTING MEDICARE AND MEDICAID 

After eight years of a Republican administration, the Democrats were looking 
for a political issue that could bring the Democrats back in the White House. 
Medicare provided a perfect opportunity for liberal Democrats to rekindle the 
spirit of the New Deal and Fair Deal. Presidential candidate John F. Kennedy 
recognized the symbolic power of Medicare when, on August 14, 1960, he 
joined former first lady Eleanor Roosevelt in Hyde Park, New York, to 
commemorate the twenty-fifth anniversary of the signing of the Social Security 
Act. At this special occasion, he stressed Medicare's importance. The need for 
Medicare was, as Kennedy declared, "deeply burned into every city and town, 
every hospital and clinic, every neighborhood and rest-home in America, 
wherever our older citizens live out their lives in want and despair under the 
shadow of illness."1 As far as Kennedy was concerned, the enactment of 
Medicare could be "a fitting climax to this twenty-fifth anniversary of the 
Social Security Act and mark an historic step forward in sustaining the dignity 
and self-reliance of our nation's senior citizens."2 

Senator Kennedy stood not alone in this belief. Many liberal Democrats 
saw Medicare as the new symbol of Democratic politics. They had distanced 
themselves from the movement for national health insurance. Instead of a 
program to introduce a form of national health insurance in American society, 
Medicare was perceived as a program to help the "deserving" elderly maintain 
their dignity. The presence of Eleanor Roosevelt at Kennedy's endorsement of 
Medicare was fitting symbolism. Even though, as a member of the Committee 
for the Nation's Health (CNH), she had merely been a passive advocate of 
national health insurance, Eleanor Roosevelt was the embodiment of the New 
Deal liberalism. She had set her personal resentment toward Kennedy aside to 
bring back the spirit of reform. Moreover, in her writings, Eleanor Roosevelt 
had repeatedly supported a hospital insurance program for the elderly. The 
need for Medicare was "urgent," as she wrote in her "My Day" column, 
"because the help must be given now and not after the people are dead."3 
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attention to issues such as human and civil rights. See for example Allida M. Black 



144 ... And the Pursuit of National Health 

By referring back to the Social Security Act of the President Franklin D. 
Roosevelt and the Fair Deal of President Harry S. Truman, Kennedy placed 
Medicare in a tradition of party politics. He emphasized the Democratic 
character of social policy by pointing out that the Eisenhower administration 
had done nothing to help those Americans who were "too old to work and ... 
too young to die." "The Forand and Kennedy bills are the answer," Kennedy 
exclaimed. "Voluntary health programs have proven that they cannot do the 
job. Public charity and the generosity of relatives cannot and should not do the 
job. The [Eisenhower] Administration has shown that it will not do the job. 
And so a Democratic Congress must do the job."4 The social security 
policymakers welcomed the interest in social security by the Democratic Party. 
As federal officials working for the Social Security Administration, they had 
always maintained a seemingly neutral stance, believing that they stood above 
party politics. When Arthur Altmeyer and I.S. Falk were ousted by the 
incoming Eisenhower administration in 1953, however, the party political 
character of social security became apparent. Social security expert Wilbur 
Cohen, who did not leave the federal service until 1956, felt freed once he was 
no longer a government official. As professor in public welfare at the 
University of Michigan, he could become more involved within party politics 
without losing his professional integrity. He continued to give advice to the 
politicians in Washington, DC, including Senator John F. Kennedy. Cohen 
suggested to Kennedy to go beyond Medicare and introduce an omnibus social 
security bill. As Cohen explained, "The passage of an omnibus social security 
bill in 1960 including hospital insurance for the aged social security 
beneficiaries would be an important achievement to the credit of the 
Democratic leadership and take the initiative on social legislation away from 
the Republican Presidential candidate."5 

Whether an omnibus social security bill or a single hospital insurance bill, 
Senator John F. Kennedy wanted Medicare to be part of his message to the 
American public. "Today in America there are those who would shut the door 
of hope on our older citizens - who would deny them the medical care which 
they so desperately need," as Kennedy exclaimed at a United Auto Workers 
rally. "But there are others who will not let that door be closed - who intend to 
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fight for the right of all men to live out their lives in dignity and health. That 
rescue party is on the way - and there are more of us - and we are stronger -
and we will prevail."6 The Democrats were back. 

BEYOND THE RIGID POSITIONS 

From the start, the Medicare debate was polarized by the two most vocal 
interest groups: labor union AFL-CIO as the main advocate and the American 
Medical Association (AMA) as the main opponent. The intention to single 
each other out as the "enemy" was mutual. The fight was enhanced when, in 
1961, the AMA established the American Medical Political Action Committee 
(AMPAC), the AMA's political division which main objective was to stop 
Medicare. Even though the AFL-CIO claimed that it tried to establish some 
kind of "co-existence" with the AMA, a cordial relationship between the two 
interest groups could not be sustained. Every time they seemed to come closer 
together, a "scandal" would drive them apart again.7 According to AFL-CIO 
president George Meany, the AMA was really a Dr. Jekyll and Mr. Hyde: on 
the one hand, an altruistic association of physicians who sincerely tried to 
promote the quality of American medical care, on the other, a political 
organization that went far beyond its professional duty, trying "to tell the 
American people what is good and bad." The AMA was "somewhat puzzled" 
by the AFL-CIO's claim. As AMA president Louis Orr replied: "Must I 
conclude that you deny the right of a physician to speak, as a citizen, on 
matters affecting him as a citizen? Would this not be the same as denying 
organized labor the right to speak on any subject not involving collective 
bargaining, or labor-management relationships?"8 

Realizing that, in 1961, President Kennedy was "still too popular," the 
AMA decided to continue focusing its direct attacks on its "principle 
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opponent," organized labor.9 To consider organized labor as principle opponent 
came quite natural to the AMA. After all, the AFL-CIO had been actively 
involved in the drafting of the original Forand bill. Since the 1940s, the AFL-
CIO's social security expert, Nelson Cruikshank, had worked closely together 
with social security policymakers I.S. Falk and Wilbur Cohen. Moreover, 
Cruikshank was known for not being intimidated by the AMA. As Nelson 
Cruikshank later remembered, former President Harry Truman once had 
greeted him by saying, "Hello Cruikshank. Are you still fighting the AMA? 
Don't give the sons of bitches an inch."10 While the social security 
policymakers, either within or outside federal service, were isolated during the 
Eisenhower administration, the AFL-CIO proved to be a reliable ally in the 
attempt to extend social security, including hospital insurance for the elderly. 
Even though the AFL-CIO played "our part of this thing very low-key," all 
parties involved realized that the Forand bill was basically an AFL-CIO bill.11 

When the Kennedy administration took on Medicare, the dominance of the 
AFL-CIO's role diminished, though organized labor continued to be actively 
involved in the negotiation and drafting process of the Medicare bills. 
Moreover, the AFL-CIO continued to be the strongest public advocate, urging 
its members to let Washington know that they supported Medicare: "We've 
heard the story of the A.M. A. We don't believe a word they say. So keep on 
swinging J.F.K. For Medi-Care is the American Way."12 

In his analysis of the Medicare debate, Theodore Marmor has divided the 
lobby and interest groups in two rigid positions, with the AFL-CIO leading one 
side, and the AMA the other. The AFL-CIO was joined by organizations such 
as the American Nurses Association, the Council of Jewish Federations & 
Retired Workers, the American Association of Retired Workers, the National 
Association of Social Workers, the National Farmers Union, the Socialist 
Party, and the American Geriatrics Society. The AMA was joined by more 
conservative organizations such as the American Hospital Association, the Life 
Insurance Association of America, the National Association of Manufacturers, 
the National Association of Blue Shield Plans, the American Farm Bureau 
Federation, the Chamber of Commerce, and the American Legion.13 By doing 
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so, Marmor has created a clear dichotomy, which is, for example, emphasized 
by his placing the Socialist Party opposed to the Chamber of Commerce. 
However, even though the division between supporters and opponents mirrored 
the more general division between liberals and conservatives, the positions 
were not as rigid as Marmor implies. Most important, the American Hospital 
Association (AHA) was far more ambivalent toward Medicare than the AMA 
was. This is important, as initially Medicare was a proposal for merely hospital 
rather than health insurance. When the original Forand bill was introduced in 
1957, the AHA opposed any hospital insurance program that would be based 
on the social security principle. Nevertheless, the AHA Board of Trustees did 
recognize that "retired aged persons face a pressing problem in financing their 
hospital care." Instead of the social security approach, the AHA argued, more 
experimentation needed to be done with "methods by which the dangers 
inherent in the Social Security approach can be avoided."14 Realizing that 
eventually a hospital insurance program based on social security might become 
necessary, the AHA favored the extension of private, voluntary hospital 
insurance over the intervention by the federal government. 

Even though both the AHA and the AMA opposed Medicare, there was a 
crucial difference between the attitudes of the two associations of medical 
professionals. Unlike the AMA, the AHA was, in spite of its opposition, willing 
to cooperate with the federal government in devising plans for a hospital 
insurance program for the elderly. The AHA opposed Medicare for three major 
reasons. First, the federal government would be such a large third party in 
medical care that it could abuse its "power of the purse" for its own interests. 
Second, prepaid hospital benefits provided by the federal government could 
lead to uncontrollable over-utilization of hospital care, resulting in runaway 
costs. Third and final, the enactment of a federal hospital insurance program 
for the elderly could lead to more government health insurance programs for 
other disadvantaged groups in the population, or worse, to a system of national 
health insurance. Once Medicare was enacted, there would be no way back. As 
the AHA warned, "These are dangers against which there could be no sure 
defense."15 Even though opposing Medicare, the AHA continued to pressure 
Congress, and particularly Representative Wilbur Mills, who chaired the House 
Committee on Ways and Means, to hold hearings on hospital insurance for the 
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elderly. As far as the AHA was concerned, "the time is ripe for active 
Congressional consideration of the problem."16 

There were signs, however, that the AHA was becoming more favorable 
toward government hospital insurance based on the social security system. As 
Representative Aime Forand told the House of Representatives, the AHA might 
have officially opposed Medicare, but more and more hospital administrators 
had told him - off the record - that they in fact favored Medicare.17 In 1961, at 
the hearings of the House Committee on Ways and Means, Basil McClean, 
former AHA president and current president of the National Blue Cross 
Association, testified in favor of Medicare, while the AHA testified against the 
bill. The social security policymakers realized that there was indeed a growing 
acceptance of Medicare among the leaders of the AHA. A small section of the 
AHA officials supported hospital insurance for the elderly through social 
security, though these "intellectually and politically sophisticated persons" 
were a minority. A larger group of AHA leaders was positive toward Medicare 
but "too frightened to fight." The majority of the AHA House of Delegates 
remained, in the words of the social security policymakers, "infected with 
AMA viruses."18 

By 1962, the minority within the AHA had become a reluctant majority. 
By then, both the AHA and Blue Cross supported the principle of hospital 
insurance for the elderly based on the social security system, though on one 
important condition only. Blue Cross should be included in Medicare's 
administration. As social security policymaker Robert Ball later remembered, 
"Unlike the AMA, the AHA saw the handwriting on the wall and began to 
cooperate in drafting a bill."19 The AHA's support of Medicare constituted a 
break with the AMA, leaving the medical profession divided. Moreover, it 
enabled the social security policymakers to ignore the AMA's opposition and to 
focus on the collaboration with the AHA and Blue Cross instead.20 Historians 
tend to emphasize the AMA's opposition to Medicare, while simultaneously 
underestimating the - indeed reluctant - support of the AHA. The vocal and 
public opposition of the AMA undoubtedly influenced the public debate. The 
open fight between the AMA and the AFL-CIO kept Medicare in the limelight 
of the political arena. In the meantime, however, the support of the AHA, far 
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less visible but very important, enabled the cooperation between the medical 
profession and the federal government, paving the way toward consensus and 
the successful adoption of Medicare. 

KENNEDY AND MEDICARE 

The election of President John F. Kennedy did not only bring the Democrats 
back in the White House, but also meant the return of Wilbur Cohen to the 
Social Security Administration. After Kennedy had appointed Cohen as 
chairman of the Task Force on Health and Social Security, Cohen became 
assistant secretary of HEW. The nomination of Cohen revived the hopes of the 
Medicare advocates that the enactment of some form of government health 
insurance was around the corner. However, even though Kennedy had made 
Medicare an important issue in his campaign, once he was in office, not much 
action could be expected. The chances that Medicare could pass in Congress 
remained slim. Moreover, other measures such as tax reform and increase of 
social security benefits were considered to be more important. Nevertheless, in 
his State of the Union address of January 30, 1961, President Kennedy stated 
that "Measures to provide health care for the aged under Social Security, and to 
increase the supply of both facilities and personnel, must be undertaken this 
year."21 Ten days later, in a special message to the Congress, President 
Kennedy presented a broad national health program, which included hospital 
insurance for the elderly.22 

One of the reasons why Medicare had become such a "hot" issue during 
the campaign was because of the grass roots efforts of the Senior Citizens for 
Kennedy. The number of senior citizens was increasing, resulting in a so-called 
gray lobby. "People in America in our time live so much longer than they used 
to, and science can keep their feeble bodies alive so much longer than they can 
afford, that the political man has no choice but to pay attention to their growing 
torment and numbers," as political commentator Theodore White observed, 
concluding, "thus Medicare."23 Once Kennedy had become president, the 
Senior Citizens for Kennedy became the National Council of Senior Citizens 
for Health Care Through Social Security. Former Representative Aime Forand, 
who had recently retired, was the leader of the group. The National Council of 
Senior Citizens was supported by the Kennedy administration, the Democratic 
National Committee, and the AFL-CIO, but the core of its activities originated 
from the United Auto Workers, the United Steel Workers, and the International 
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Ladies Garment Workers. Initially, the AFL-CIO's social security expert, 
Nelson Cruikshank, did not welcome the National Council of Senior Citizens. 
He feared that such a movement would lead to a second Townsend movement, 
resulting in unrealistic demands. He was already worried that Medicare, a term 
that had become a household name, implied much more medical care than the 
hospital insurance program would provide. "I was never much impressed by 
the effects of rallies," as Nelson Cruikshank remarked, "They were more of a 
CIO than an AF of L tradition."24 Even though Aime Forand chaired the 
National Council of Senior Citizens, in practice the organization was run by 
James O'Brien and William Hutton. The National Council of Senior Citizens 
soon published a monthly newsletter and its membership grew rapidly to half a 
million elderly. "The AMA had all the money, and we had all the old people," 
as Hutton remembered. "My job was to switch them from the bingo circuit to 
social action."25 

Even though the efforts of the National Council of Senior Citizens had 
less influence on the way the elderly voted than was assumed and hoped by the 
Democratic Party (the elderly tended to vote far more conservative than other 
segments of the population), its actions were crucial in keeping the issue of 
Medicare on the top of the political agenda. The National Council of Senior 
Citizens helped to build the consensus that "something needed to be done" 
about medical care for the elderly.26 Even though the Kennedy administration 
welcomed the activities of the National Council of Senior Citizens, there was 
disagreement within the administration about which strategy to pursue. While 
Wilbur Cohen and presidential aide Lawrence O'Brien wanted to focus on the 
negotiations with Wilbur Mills, the chair of the House Committee on Ways and 
Means, HEW undersecretary Ivan Nestingen believed in increasing the public 
pressure. Cohen did not trust Nestingen, who was not a social security expert, 
but had been appointed to his position for political reasons. The dislike was 
mutual. As Wilbur Cohen would later remember, Nestingen made it "almost 
impossible for me to conduct the negotiations without having to spend a lot of 
time always looking behind me to see if somebody was cutting my throat while 

24 As quoted in Lewis E. Weeks and Howard J. Berman (editors), Shapers of 
American Health Care Policy: An Oral History (Ann Arbor: Health Administration 
Press, 1985), 85. President Kennedy stated: I do not know how many millionaires 
we are talking about, but they won't mind contributing $12 a month to social 
security." John F. Kennedy, "Address at a New York Rally in Support of the 
President's Program of Medical Care for the Aged," Public Papers, 416-420. 

25 Richard Harris, A Sacred Trust: The Story of Organized Medicine's Multi-Million 
Dollar Fight Against Public Health Legislation (New York: Penguin Books, 1969), 
137-138. 

26 Henry J. Pratt, The Gray Lobby (Chicago: The University of Chicago Press, 1976), 
107-128. 



Enacting Medicare and Medicaid 151 

I wasn't looking."27 The labor movement was divided among similar lines. 
Walter Reuther of the United Auto Workers agreed with Nestingen's strategy, 
while AFL-CIO's Nelson Cruikshank, like Wilbur Cohen a pragmatist, sided 
with Cohen. 

Even though still divided on which strategy to pursue, the Kennedy 
administration approached Senator Clinton P. Anderson, a Democrat from 
New Mexico, to sponsor the Medicare bill in the Senate. Contrary to what has 
been assumed, Senator Anderson was not immediately enthusiastic to take on 
the Medicare issue. When, in 1960, Senator Pat McNamara asked him to co-
sponsor the Kennedy Medicare proposal, Anderson refused, claiming that he 
had not yet "had an opportunity to study all of the relevant and important data 
bearing on this subject."28 Once John F. Kennedy was in the White House, 
however, Senator Anderson took on the sponsorship and became actively and 
personally involved in the debate. Representative Cecil King was Medicare's 
main sponsor in the House of Representatives. In the meantime, Senator Pat 
McNamara, chair of the Senate Subcommittee on the Problems of the Aged and 
Aging, started to wonder about the inactivity of the Kennedy administration. At 
McNamara's request, President Kennedy issued a statement to publicly confirm 
his interest in Medicare. As Kennedy stated, "I consider the proposal to provide 
health insurance for the aged under Social Security one of the most important 
measures I have advocated."29 However, realizing that the passing of Medicare 
would not be a political reality in the near future, Kennedy limited his actions 
to merely expressing his support. Even in his public speeches, Kennedy did not 
always come out as strong as the Medicare advocates wanted him to be. For 
example, when speaking at the opening of the AFL-CIO convention in Miami, 
President Kennedy merely stated that "those who are older and retired must be 
permitted under a system of Social Security to get assistance and relief from the 
staggering costs of their medical bills." In the prepared speech, which the 
White House had already released to the press, President Kennedy's statement 
in favor of Medicare was much stronger.30 
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Although the Kennedy administration had ignored Medicare during 1961, 
the Medicare advocates expected a change of attitude in 1962. The 
congressional elections were coming up in 1962 and Medicare could prove to 
be an effective campaign issue. There were clear signs that President Kennedy 
was planning to make Medicare a high priority again. Even the first lady Jackie 
Kennedy was used to promote Medicare in press conferences organized by 
former secretary of labor Frances Perkins and Elizabeth Wickenden for the 
"Women for the New Frontier." "I had a very tough time on that occasion 
because I had to figure out a logical reason for Jacky to be interested in 
Medicare," as Wickenden remembered. "She was very independent, and she 
had to have some reason. What I did with her ... is that one of the great 
hardships of middle-aged people was that they often found themselves torn 
between the medical needs of their parents and the educational needs of their 
children, that these two pressures on them often came at the same time. Jacky 
could understand that, and we had a press conference about it."31 On February 
27, 1962, Medicare was the first item in President Kennedy's special message 
to Congress on the national health needs. In his speech, Kennedy also 
addressed the limitations of the proposal, realizing that not all the American 
elderly would be covered by the program. An additional program might be 
needed to include those American elderly who were excluded from the social 
security program. However, as Kennedy concluded, "because a minority lacks 
the protection of social security is no reason to deny additional self-financed 
benefits to the great majority which it covers."32 

The great majority of elderly was indeed the group at which Kennedy's 
program was targeted. In cooperation with the AFL-CIO, the National Council 
of Senior Citizens organized Medicare rallies all throughout the nation, with as 
highlight the televised speech by President Kennedy at the Madison Square 
Garden in New York. On May 20, 1962, a Sunday afternoon, Kennedy gave his 
Medicare speech before 20,000 enthusiastic elderly, who each had paid one 
dollar to hear and see the president speak. While the rally in Madison Square 
Garden was intended to be a Medicare triumph, Kennedy's speech turned out 
to be a disappointment. Kennedy seemed to be distracted and was in search of 
the right words to say. "I visited twice, yesterday and today, in the hospital, 
where doctors labor for a long time, to visit my father. It isn't easy - it isn't 

Congress should have an opportunity to vote this bill up, or vote it down and tell 
the people why." 

31 Interview with Elizabeth Wickenden Goldschmidt by Michael L. Gillette, 6 
November 1974, LBJ Library, 18. 

32 John F. Kennedy, "Special Message to the Congress on National Health Needs," 27 
February 1962, Public Papers, 165-173. 



Enacting Medicare and Medicaid 153 

easy. He can pay the bills, but otherwise I would be."33 Friend and foe agreed 
that the speech had been a failure. As Nelson Cruikshank remembered, 
"President Kennedy probably made the poorest speech he ever made. None of 
us ever quite knew why. He made a slip of the tongue; he said the cost of 
Medicare would be $12 a month instead of $12 a year."34 

To make matters worse, the AMA had rented Madison Square Garden 
right after Kennedy's speech. They taped a speech by the AMA's most effective 
speaker, Edward Annis, before the empty seats in the stadium. The AMA had 
requested that the stadium would not be cleaned, as the litter left behind by the 
senior citizens provided an additional dramatic effect. "We were charged extra 
to rent Madison Square Garden without the cleanup crew coming through 
first," as Annis remembered. "But the place was in perfect condition - perfect 
for our purposes that is. Litter was everywhere, the banners were dangling, the 
balloons were still bobbing about, and many chairs were overturned."35 The 
next day, the speech was broadcast on national television. "I am not a 
cheerleader, I'm a physician," as Annis declared. "Let these seats stay empty. It 
may help us get across to the American people the grossly unfair disadvantage 
under which we doctors are laboring to make our voices and our reasons 
heard."36 Even though Annis made a large number of false statements that 
could easily be refuted, his speech was effective and convincing. As one labor 
official stated, "his distortions were simply more credible than Kennedy's 
truths."37 The disappointing rally proved to Lawrence O'Brien and Wilbur 
Cohen that their strategy of negotiating with Congress instead of going public 
was the only way to get Medicare enacted. Those public rallies could only hurt 
possible action in Congress. As O'Brien commented, "To get a vote on 
Medicare, we had to persuade [Wilbur] Mills, and you don't persuade Mills 
with a rally in Madison Square Garden."38 However, both camps in the 
Kennedy administration failed to realize that the two strategies complemented 
each other. The rallying helped to get and keep Medicare on the political 

33 John F. Kennedy, "Address at a New York Rally in Support of the President's 
Program of Medical Care for the Aged," 20 May 1962, Public Papers, 416^120. 
See also, "The Great Medicare Debate," Newsweek (4 June 1962): 28-34. 

34 Weeks and Berman (editors), Shapers of American Health Care Policy, 85. 
35 Edward R. Annis, Code Blue: Health Care In Crisis (Washington, DC: Regnery 

Gateway, 1993), 68. 
36 "Staff Memorandum: AMA Telecast Medical Care for the Aged," 21 May 1962, 

includes "rough transcript" of AMA speech, Cohen Papers, box 126, folder 7, State 
Historical Society of Wisconsin. 

37 Harris, A Sacred Trust, 146. Wilbur Cohen prepared a memorandum in which he 
comments on die AMA's "allegations." "Comment's on AMA (Dr. Annis) Telecast 
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agenda, while the negotiations with the key members of Congress were 
necessary to get Medicare enacted.39 

Similar to the actions of President Harry S. Truman during the political 
campaigns of the late 1940s and early 1950s, President Kennedy singled out 
the AMA as the main obstructionist in getting health insurance legislation 
enacted. Two weeks after the Madison Square Garden speech, Kennedy added 
fuel to the antagonism between the AMA and the federal government by 
releasing a letter full of accusations that he had sent to AMA president Leonard 
Larson.4p The AMA was of course an easy scapegoat, especially during a 
political campaign. President Kennedy must have realized that the real 
obstructionists were the members of the House Committee on Ways and Means. 
While the Senate Finance Committee had finally brought the Medicare bill to 
the floor, the House Committee on Ways and Means continued to obstruct 
legislative action. The developments in the Senate revived the hopes of the 
Medicare advocates. However, when on July 17, 1962, the Medicare bill finally 
came to a vote in the Senate, the Kennedy administration knew it would be a 
close call. One or two votes could make the difference. When Medicare lost by 
52 to 48 votes, President Kennedy made an unscheduled television appearance 
in which he expressed his discontent and promised that the fight was not over. 
"I believe this is a most serious defeat for every American family," Kennedy 
said and subsequently - once again - accused the AMA of obstructing the 
enactment of Medicare.4' 

According to Kennedy's friend and personal advisor Ted Sorensen, the 
defeat of Medicare in 1962 was the "most discouraging" of all Kennedy's 
political losses. Kennedy "never got over the disappointment of this defeat."42 

Robert Kennedy, the president's brother, later confirmed this view. "I know he 
wanted Medicare passed. He felt strongly about Medicare. He felt that all the 
polls showed it was a major issue still. And so for his own personal reasons and 
for political reasons, he wanted something done about Medicare."43 Even 
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though the defeat of Medicare undoubtedly was frustrating for most liberal 
Democrats, it also enabled them to portray the Republicans as "do-nothing" 
obstructionists. After all, as Wilbur Cohen later admitted to Ted Sorensen, even 
if Medicare had been passed in the Senate, it probably still would not have been 
possible to get Medicare out of the House Committee on Ways and Means. 4 

The defeat of Medicare in 1962 was also a blow to the labor movement, 
particularly to Medicare's main advocate, the AFL-CIO. Labor had given 
priority to Medicare at the cost of other important legislation such as 
unemployment insurance reform.45 While Medicare had predominantly been 
pushed by the AFL-CIO's social security department, a solid grass roots basis 
among the union members was absent. Nelson Cruikshank told Wilbur Cohen 
that "a fresh look to the whole medical care proposal" was needed. As 
Cruikshank added, "the drive for social security legislation has been pretty 
much concentrated on this medical aspect for nearly six years. ... It seems to 
me, therefore, that both for substantive reasons and as a matter of strategy, the 
Administration proposal should be a broad social security improvement 
proposal."46 At his retirement in 1965, Cruikshank admitted that "the very 
concentration of our efforts in support of Medicare" led to a negligence of other 
important social security issues. Nevertheless, after the defeat of Medicare in 
1962, the AFL-CIO was still determined to continue the fight. "Here in our 
office we have the liniment, the bandages, and the ice pack but no crying 
towels," as Cruikshank told Senator Clinton Anderson. "We are now getting 
ready for the next round."47 

THE NEED FOR COMPROMISE 

The Kennedy administration realized from the start that Wilbur Mills, chair of 
the House Committee on Ways and Means, was the key figure in the process to 
get Medicare enacted. In the words of Rowland Evans and Robert Novak, Mills 
"possessed that rare combination of encyclopedic knowledge of issues, high 
accomplishment in the art of legislative chicanery, and ideological flexibility 
that enabled him to change position whenever he pleased."48 In addition, Mills 
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was a fiscal conservative. His main objection to Medicare was based on the fear 
that a hospital insurance program would undermine the financial bases of the 
social security system. Even though Mills opposed the King-Anderson 
Medicare bill, he remained vague about his position on hospital insurance for 
the elderly, deliberately keeping all political options open. Wilbur Cohen 
approached Mills very carefully, realizing that any effort to get Medicare 
enacted depended upon the "willingness to compromise with Mills," or, as he 
would later state, "any discussions that did not include Wilbur Mills would not 
be very important discussions."49 

Wilbur Mills was looking for a compromise on four points. First of all, he 
wanted a separate fund for Medicare to protect the financial stability of the 
social security system. Second, Mills preferred the use of intermediaries 
between the federal government and the health care providers, either the state 
welfare departments or a nonprofit organization such as Blue Cross. Third, 
Mills believed that those elderly who were already retired should be excluded 
from Medicare, as they had not contributed to the system during their working 
years. Fourth and finally, Mills wanted to extend the Kerr-Mills medical 
assistance program.50 In addition to these four points, Mills had another 
important reason to go slow on Medicare. He was waiting for a bill that could 
be passed in Congress. As Wilbur Cohen would later remember, Wilbur Mills 
"did not want to put a piece of legislation through until he had prepared the 
Congress to accept the inevitable."51 

Many liberal Democrats watched the negotiations between the two 
Wilburs with suspicion. They disliked the way Wilbur Mills was controlling 
the legislative process. In addition, the tension between Wilbur Cohen and 
HEW undersecretary Ivan Nestingen was increasing. "On one occasion, 
[Nestingen] attempted to organize some kind of criticism of the way Wilbur 
Mills and I were handling the matter of the Medicare program in 1962-63," as 
Cohen remembered. "When Mr. Mills discovered that this was so, Mr. Mills 
wouldn't see him any more, and sent the word back to the White House that the 
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only person he would see on the Medicare program ... would be myself."5 

Cohen was irritated by the liberal Democrats who feared that, once Mills would 
be done with the bill, not much would be left of the original Medicare proposal. 
"The work on the details of a plan acceptable to Mills has been very trying, 
mainly because of our liberal friends continually giving me advice - don't sell 
out on any bad compromise," as Cohen told Arthur Altmeyer in 1964. "On the 
other hand, if we are not successful in getting a bill they will tell everybody 
how it was our fault for not being able to get through the Committee when we 
only needed one additional vote. The whole experience has certainly led me to 
get annoyed at the professional liberal who has such easy slogans for both 
victory and defeat."53 

Even though Wilbur Cohen's criticism of the liberal Democrats was 
understandable, the fears of the Medicare advocates that political pragmatists 
as Cohen would compromise the objectives of the bill to secure its enactment 
were realistic as well. To some liberals, the Medicare bill in itself was already a 
far-reaching compromise. Representative John Dingell, for example, supported 
Medicare, but also believed that the hospital insurance program should not be 
limited to the elderly alone. He announced that he would introduce a Medicare 
bill for the entire population. According to Dingell, "the strength of a nation is 
no greater than the health of its entire population, and to force people to wait 
until they are old or destitute in order to receive health care is a short-sighted 
policy."54 Liberal Democrats also feared that a compromise on Medicare would 
lead to an extension of the Kerr-Mills program, instead of a program based on 
the social security system. President Kennedy, however, made clear that such a 
compromise would be unacceptable. "Social security is the heart of the 
financing, the heart of the legislation," as President Kennedy declared, "That 
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isn't a compromise. That'd be -just be giving up on the bill, and we don't plan 
to do that."55 

The drive for Medicare received unexpected support from the National 
Committee on Health Care for the Aged, which had been established by 
Senator Jacob Javits, a moderate Republican from New York. The Javits 
Committee was trying to find a bipartisan alternative to the Democratic 
Medicare proposal. Several former appointees of the Eisenhower 
administration were members of the committee, including two former HEW 
secretaries, Arthur Flemming and Marion Folsom. In addition, the committee 
included representatives of the AHA, Blue Cross, and the private insurance 
industry. Even though AFL-CIO's Nelson Cruikshank was officially not on the 
committee, he attended most of the meetings. In the committee's final report, 
which was released in November 1963, the Javits Committee not only 
supported the principle of hospital insurance for the elderly, but also presented 
a proposal that was quite similar to the Medicare bill of the Kennedy 
administration. As far as the social security policymakers and President 
Kennedy were concerned, the committee's conclusions could only be perceived 
as an endorsement of their own Medicare proposal.56 

The report of the Javits Committee was released in the same month as 
Wilbur Mills had begun with a new round of Medicare hearings in the House 
Committee on Ways and Means. A month earlier, Wilbur Cohen had told Ted 
Sorensen that the Medicare hearings could better be postponed to the following 
year. With the coming presidential elections, 1964 would provide a better 
political environment for Medicare. Moreover, Cohen believed that Mills was 
only going through with the hearings because he had promised President 
Kennedy he would do so. "I imagine that Mr. Mills will have a difficult time 
getting any substantial number of the Committee members at any hearings on 
hospital insurance this year," as Cohen told Sorensen. "His lack of enthusiasm 
for hospital insurance will certainly come through during the hearings and on 
the whole I do not see any advantage in going through an exercise at this time 
when the Administration can have the initiative in an affirmative program next 
year."57 Mills, however, did start new hearings in November and the Kennedy 
administration continued its negotiations with Mills. On the morning of 
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November 22, 1963, Mills had been discussing the financial formula of the 
Medicare proposal with Henry Hall Wilson of the Legislation Liaison Office. 
Mills and Wilson came to an agreement on how Medicare would be financed. 
"Thus, with Mill's objections met, the passage of Medicare was inevitable," as 
Lawrence O'Brien wrote in his autobiography. "Henry, bursting with 
excitement, tried to call me in Texas but was told that the President and his 
party had just left for Dallas."58 When the news of President Kennedy's 
assassination reached Wilbur Mills, he adjourned the Medicare hearings of the 
House Committee on Ways and Means. 

THE JOHNSON WHITE HOUSE 

The "accidental President" Lyndon B. Johnson immediately made Medicare 
one of the administration's top priorities.59 "Before the Congress is a medicare 
bill that cries out for enactment," as Johnson told the AFL-CIO executive 
council during his first month in office.60 At a legislative meeting of the 
Johnson administration, the president let his aides know that he considered 
Medicare to be one of the most important items of Kennedy's political legacy. 
Pointing his eyes to the ceiling, Johnson added, "if he is looking down upon us 
he knows we are carrying out his program."61 Johnson realized that it could 
take some time before Medicare would be enacted. He blamed the AMA for 
slowing down the process, but believed that the medical profession's opposition 
was senseless. "Those rich doctors are a little slow, they're afraid some 
politician - me - is going to pick their pockets," as Johnson told his aide 
Richard Goodwin while skinny-dipping in the White House swimming pool. 
"Medicare is just going to make them richer. Once they understand it, they'll 
be lined up outside the Capital cheering us on. Hell, if I were a young man 
today I'd get myself a medical diploma and then find an investment broker to 
handle the profits. But we've got to give them that. It's more important that old 
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folks get taken care of. It's a national disgrace in a rich country like this that 
sick people don't get taken care of."62 

President Johnson liked the idea of a grass roots Medicare support 
movement and welcomed the representatives of the National Council of Senior 
Citizens to the White House, a meeting that was organized by Ivan Nestingen. 
The power struggle between Nestingen and Wilbur Cohen became apparent, 
when Nestingen refused to invite Cohen to this meeting. Cohen went anyway. 
HEW secretary Anthony Celebrezze had insisted that Cohen would be 
present.63 Celebrezze and President Johnson both seemed to side with Cohen in 
his struggle with Nestingen, and when Nestingen resigned in 1965, it was 
"Rumored Not to be Voluntary."64 On the issue of Medicare, Johnson 
predominantly relied on the expertise and insights of Wilbur Cohen. As Cohen 
noted, "As far as Medicare and Medicaid were concerned in 1964 and 1965, 
there was no one in the White House any longer concerned or knowledgeable 
about key policy issues in the legislation."65 In his memo to inform President 
Johnson about the "controversial issues" that faced the administration, Wilbur 
Cohen told Johnson that action on Medicare depended on whether or not the 
bill would be reported out by the House Committee on Ways and Means.66 

Johnson wanted Cohen to continue the negotiations with Wilbur Mills, as long 
as it would result in a hospital insurance program based on the social security 
system. Just like President Kennedy before him, Johnson refused to 
compromise on the social security principle. The negotiations with Wilbur 
Mills, however, continued to be difficult. "The President thinks that you and I 
can work something out," Mills told Cohen, "but I am not sure whether we 
can." Neither was Cohen, though he believed the chances were still fifty-fifty. 
"Mr. Mills never made any statement to me that he was opposed to hospital 
insurance through social security; nor did he make any statement that he was in 
favor of it."67 

While the negotiations with Wilbur Mills continued, President Johnson 
publicly pushed for Medicare. "We are going to fight for medical care for the 
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aged as long as we have breath in our bodies, until it is passed," as Johnson 
declared.68 Medicare became one of the highlight issues of Johnson's Great 
Society. Unlike the proposed social policies of the War on Poverty, which in 
practice were targeted at specific groups in society, the Johnson administration 
presented Medicare as a program for the entire population. As Wilbur Cohen 
believed, Medicare came out of the (white) "middle class anxiety," as grown 
children were forced to choose between the health care bills of their parents 
and the college education of their children. Medicare was a family bill, and the 
Department of Health, Education, and Welfare, in Cohen's words, "the 
Department of Hope, the Department of the Family."69 This family connection 
was enhanced when the Johnson administration found a Medicare supporter in 
the well-known Dr. Benjamin Spock, who believed that Medicare would be 
beneficial to all Americans. "When grandparents become seriously ill, it is 
often the struggling young parents who have to pay the bills," as Dr. Spock 
explained. "Besides, you have to remember that all young people are going to 
grow old. I think they would be glad to pay just a little more on their Social 
Security during the years when they are working, if they can insure their 
hospital care after they are retired."70 

In the meantime, in spite of all the efforts of Wilbur Cohen, the 
negotiations with Wilbur Mills did not lead to a Medicare bill in the House 
Committee on Ways and Means. Instead, the committee reported a traditional 
social security bill, merely raising the benefits. Subsequently, President 
Johnson asked Cohen, "But what are we going to do about medicare in the 
Senate?" Cohen explained that there were two possibilities. First, Medicare 
could be added to the House social security bill. If Medicare was passed in the 
Senate, a compromise could be reached in conference. Second, a modified 
Medicare plan could be added to the House bill, giving each individual retiree a 
choice between health insurance and an increase in social security benefits. 
Even though Wilbur Cohen preferred the latter, the Democrats in the Senate 
went for the first strategy. After the Senate Finance Committee had reported 
the social security bill to the floor, Senator Albert Gore introduced an 
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amendment that would add Medicare to the bill. The Senate, which was far 
more liberal than the House, passed the Gore amendment on September 2, 
1964, by a vote of 49 to 46. For the first time in history, a health insurance bill 
based on the social security system had been passed in Congress. The next day, 
the Senate passed the combined social security bill, including Medicare, by a 
vote of 60 to 28. The following step would be a compromise in conference, 
which meant that the Johnson administration had to negotiate with Wilbur 
Mills again. According to the Democratic senators who favored Medicare, 
President Johnson was "the only person who can persuade Wilbur Mills to 
accept Senate action."72 

Johnson, however, was not planning to interfere and decided to leave the 
negotiations to Cohen and Lawrence O'Brien. While Cohen was convinced that 
Wilbur Mills would not accept Medicare in conference, O'Brien believed that 
success could be possible. Even the senators who had opposed Medicare, such 
as Russell Long, believed that the position of the Senate should be upheld. 
Senator Long was "confident" that he could come up with "a plan which he can 
persuade Mills to accept."73 Nevertheless, the outcome of the conference 
remained uncertain. "It is hard to determine if a real progress is being made or 
Mills is engaged in a charade," as O'Brien told President Johnson, adding 
"we'll keep our fingers crossed."74 In the end, no progress was made. A 
compromise could not be reached and the conference ended in deadlock. The 
Johnson administration blamed Wilbur Mills for the failure of Medicare, an 
opinion that was shared by the press. As the New York Times reported, "The 
chief reason the country does not now have a Medicare program is the one man 
blockade exercised for four years by Chairman Wilbur Mills."75 

THE 1964 ELECTIONS 

According to Wilbur Cohen, neither President Kennedy nor President Johnson, 
but the 1964 Republican presidential candidate Barry Goldwater should receive 
the credit for enabling the enactment of Medicare. "So many times, in the 
successful development of domestic programs, it isn't so much what you do 
yourself but what your opponent stands for, and Barry Goldwater being the 
candidate for '64 had more to do with Johnson being able to get the legislative 
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majority to pass his program."76 The Johnson administration was thrilled when 
the Republicans nominated Barry Goldwater, whose extreme and radical ideas 
were notorious. The Republicans were not "for something," as President 
Johnson said. "I'm for a tax bill. They're against it. I'm for a civil rights bill. 
They're against it. I'm for a medical care bill. They're against it."77 As 
Goldwater believed, Medicare was "an insult to the intelligence of the 
American people," a statement that the Democrats loved to repeat. A television 
advertisement of the Democrats announced Goldwater's negative views on 
social security, while two hands ripped up a Social Security card. Unlike the 
Democrats, the Republicans failed to recognize the popularity of social security 
and Medicare.78 

The difference between the Republicans and Democrats on the issue of 
Medicare was emphasized during the Senate vote on Medicare of September 
1964. As an obvious attempt to highlight his opposition to Medicare, Barry 
Goldwater, who was campaigning in Arizona, flew back to Washington, DC, to 
vote against the Medicare bill. The liberal Democrats welcomed the opposition 
of Barry Goldwater. "For days, we put off the vote so he could get back to 
Washington to state his position and get himself on the record on Social 
Security and Medicare," as Senator Clinton Anderson remembered. "And sure 
enough, there he was, throwing ridicule on our bill."79 The Johnson 
administration realized the political potential of the situation. Presidential aide 
Bill Moyers wanted to "pull out all the stops" in areas with a concentrated 
population of elderly such as Florida and Southern California. Those elderly 
needed to know that Goldwater was against "their" health insurance. "I don't 
think you should be kicking Goldwater," as Bill Moyers told President 
Johnson, "but this is a great opportunity for us to beat him to death among 
these older people if we just play it right." 

As most political analysts had predicted, President Johnson won the 
November 1964 presidential elections by a landslide. Even though Medicare 
had not been the only issue of the campaign, Johnson's victory was perceived 
as a mandate for Medicare. Right after the elections, Wilbur Mills announced 
that he could support a pay-roll tax for hospital benefits, implicitly saying that 
he was willing to support a Medicare bill in the House Committee on Ways and 
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Means. Johnson had now been elected "in his own right," as Mills would later 
state. "Had President Kennedy lived, I don't know if Medicare would have 
passed. I don't think President Kennedy would have pushed like President 
Johnson did."81 Contrary to what is often assumed, there had not been a large 
shift in the public opinion on Medicare in 1964. In fact, Medicare was just a 
popular before the 1964 campaign as afterwards. However, a change in 
political context did occur. Johnson's victory made the politicians in 
Washington, DC, realize how popular Medicare really was. The election of 
Johnson was a victory for Medicare and the time for its enactment had come.82 

Moreover, the elections had also shifted the distribution of political power in 
Congress, particularly in the House of Representatives. The composition of the 
House Committee on Ways and Means had changed into a pro-Medicare 
majority. "That traditional House roadblock began to disappear," as Lawrence 
O'Brien remembered. "The power of key Republicans and southern Democrats 
in terms of a coalition dissipated. And by the end of 1965 we weren't using the 
phrase, 'southern Democrat-Republican coalition,' because it no longer 
existed."83 President Johnson intended the act quickly on Medicare. "We have 
lots of work to do," as he told Wilbur Cohen, adding that Medicare would be 
"our number one priority."84 Subsequently, Medicare was the first bill to be 
introduced in the 89th Congress, both in the House and in the Senate.85 

The AMA became extremely worried when it realized that Medicare was 
indeed becoming a reality. "Let me re-emphasize," as AMA president Donovan 
Ward wrote to the AMA members, "the situation in Congress is more serious 
than it has ever been in the history of our profession."86 To counter the threat 
of Medicare, the AMA came up with a surprising change of strategy. Instead of 
merely arguing that Medicare would be a first step toward socialized medicine, 
the AMA emphasized the shortcomings of Medicare. In addition, the AMA 
presented its own proposal, which was named Eldercare. "We again urge 
Congress to reject the controversial 'medicare' tax program which will ... give 
the people far less than they expect," as the AMA announced. Moreover, the 
AMA argued, Medicare would make the states subordinate to the federal 
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government, gradually replace the Blue Cross and Blue Shield plans, give the 
federal government power over the hospitals and physicians, and drastically 
lower the quality of medical care. The AMA's Eldercare plan would "avoid 
these undesirable features" as it was based on the already existing Kerr-Mills 
program.87 Even though the Eldercare bill was introduced in Congress, only a 
few politicians considered the AMA's bill to be a serious alternative to 
Medicare. Wilbur Cohen told President Johnson that Eldercare was by 
definition unacceptable, as it was based on the "unsatisfactory" social welfare 
approach instead of social insurance.88 The AFL-CIO announced that the 
Eldercare proposal was based on "empty promises" as the plan would hardly 
change the already existing Kerr-Mills program. "Promise Them Anything -
But Give Them Kerr-Mills," as the AFL-CIO concluded, dubbing the plan 
"Eldersnare."89 The American Medical Association seemed desperate, as 
Lawrence O'Brien recalled. "We in the White House were delighted by the 
AMA's blind opposition to the inevitable."90 

A more serious counterproposal was introduced by Representative John 
Byrnes, a Republican from Wisconsin. In an attempt to end the Republican 
identification with the AMA's opposition, Byrnes presented a proposal for 
voluntary health insurance for the elderly, subsidized by the federal 
government. Byrnes argued that his proposal, which he dubbed Bettercare, was 
far more comprehensive than Medicare, as it would cover not only hospital 
care, but physicians' services at well. The Bettercare proposal added credit to 
the AMA's claim that the administration's Medicare proposal was 
incomprehensive. Wilbur Cohen realized that Bettercare was a politically 
sound proposal. Nevertheless, as Cohen explained in a memo to President 
Johnson, Bettercare had many shortcomings. As the plan was voluntary, a large 
number of elderly, those "with low incomes or who were very old and senile," 
would not benefit from the protection offered. Cohen also objected to the 
absence of a contribution by the employers. The elderly would pay their 
premiums after retirement, while Medicare was based on contributions during 
the working years. In addition, Bettercare would reimburse the physicians' 
charges, instead of merely the costs, which could make the program extremely 
expensive, especially because the federal subsidy would be paid out of general 
revenues. Most important, Cohen objected to the principle of Bettercare. "The 
Byrnes' plan is a Federal health insurance program for the aged," as Cohen 
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concluded, while Medicare, "like social security, is built on the idea of a 
sharing of the risk between social insurance and private insurance and allowing 
private insurance to supplement the public program."91 

The introduction of both counterproposals, Eldercare and Bettercare, 
emphasized the shortcomings of the Medicare proposal. The liberal Democrats 
agreed that Medicare was incomprehensive and feared that they had promised 
the voters too much. "Medicare in its present form is going to disillusion 
millions of the nation's elderly," as Senator Abe Ribicoff, a former HEW 
secretary, told President Johnson. "Democrats who stay with medicare will be 
in the embarrassing position of having to defend a program limited to hospital 
benefits and perhaps even resist proposals to broaden the benefits."92 The only 
possible solution seemed to broaden the benefits, which would make Medicare 
even more expensive. A comprehensive Medicare proposal would also be more 
difficult to get enacted in Congress. The American public, in the meantime, 
had trouble to distinguish between Medicare, Eldercare, and Bettercare, and 
began to wonder "Whatdolcare?"93 

THE THREE-LAYER CAKE 

The solution to the Medicare dilemma came from Wilbur Mills, who with one 
- on first sight rather simple - suggestion changed the entire future of 
Medicare. During the House Committee on Ways and Means meeting of March 
2, 1965, the members had been discussing the three medical care for the elderly 
proposals. Suddenly Wilbur Mills turned to Wilbur Cohen and asked him if it 
was possible to make a combination of Medicare and Bettercare, adding the 
Republican proposal for voluntary health insurance to the administration's 
compulsory hospital insurance program. In addition, Mills suggested to add an 
extended and revised version of the Kerr-Mills program to the bill. In this way, 
all three proposals would be included. Cohen believed that such a combination 
was possible, but needed more time to draft a new proposal. Mills gave him one 
day. "I have no specific information how Mills came to his position to include 
physicians' services," as Cohen later recalled. "He did not give any advance 
indication of his willingness to do so. While Mills was not the kind of 
impulsive decision maker to do something monumental on the spur of the 
moment, nevertheless I believe that he was insightful and sensitive to a 
situation when by a brilliant instinctively realization he was able to capture the 
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support of his Republican colleagues."94 In the words of Newsweek magazine, 
Mills' move was a true "Medicoup."95 

Wilbur Cohen immediately went to work and drafted a proposal that 
would become known as the "three-layer cake." The administration's original 
Medicare bill was the first layer, providing basic hospital insurance to all 
senior citizens based on the social security system. The second layer was a 
supplementary and voluntary insurance program for additional health benefits, 
such as physicians' services, which would be financed by a subsidy from the 
federal government and a deduction from the social security benefits of the 
retiree. The third layer was an extended Kerr-Mills program, based on the 
social welfare approach, which would not only include the medically indigent 
elderly, but also medically indigent children and welfare recipients. As Cohen 
informed President Johnson, "The effect of this ingenious plan is, as Mr. Mills 
told me, to make it almost certain that nobody will vote against the bill when it 
comes on the floor of the House."96 The main objection by the opponents had 
been the limited benefits of the proposed Medicare bill. By including all the 
ingredients of the counterproposals in the three-layer cake, "chef Wilbur Mills 
had undermined all opposition. "Mills did it so fast," as Cohen told President 
Johnson, "the Republicans were dumbstruck."97 

The combination of the three plans was in itself not such a big surprise to 
Wilbur Cohen. The three-layer, principle was not new. Several "three-pronged" 
programs had been proposed before, including the Medical Benefits Act of 
1964, which would have been a combination of medical assistance for the poor, 
hospital insurance for social security beneficiaries, and a private health 
insurance plan.98 In fact, Mill's three-layer cake mirrored the system that 
Cohen had envisioned for years. The reason why Cohen had supported the 
enactment of the Kerr-Mills program in 1960 was because he believed in a 
complementary system of social security, public assistance, and private 
insurance. Cohen was more surprised about the political situation in which the 
compromise had been created. After years of negotiating a basic hospital 
insurance program, Cohen was suddenly faced with a brand-new and 
complicated proposal that was rushed through the legislative process. 
Particularly the added Bettercare plan had hardly been studied. "It was a 
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strange and unique way in which to make a major policy decision," as Cohen 
remarked. "In this case, the Federal Government was intervening in a major 
area of medical care with practically no review of alternatives, options, trade
offs, or costs."99 

President Johnson was extremely pleased with the new program and did 
not even worry about the additional costs. When economic advisor Gardner 
Ackley warned President Johnson that he expected "serious difficulties for the 
economy," Johnson ignored the warning. The social security policymakers, 
however, did change the tax rates of the bill, thereby reducing the risk of a 
"fiscal drag" on the economy.100 On March 26, 1965, President Johnson met 
with the congressional leaders to discus the Medicare bill. In a smart political 
move, Johnson rounded up the leaders for remarks before the television 
cameras. Wilbur Mills presented a short outline of the three-layer compromise, 
while Representative King and Senator Anderson spoke favorably of the bill. 
Medicare opponent Senator Harry Byrd, chair of the Senate Finance 
Committee, was uncomfortably surprised by the sudden public exposure. When 
Johnson asked him if he would arrange prompt hearings, Byrd could only 
answer "Yes."101 

Another problem was caused by the civil rights issue. Under Title VI of 
the 1964 Civil Rights Act, discrimination based on race, color, or national 
origin was prohibited in any institution that received financial assistance from 
the federal government. The AFL-CIO was the first to question if Title VI 
would be applied to Medicare. If that was not the case, labor would push for an 
amendment to include Title VI compliance in the law. Afraid to jeopardize the 
pending Medicare bill, the Johnson administration wanted "to keep the entire 
matter as low keyed as possible." An open civil rights discussion in the Senate 
could kill Medicare. "In any event, the AMA or any Senatorial exponent could 
at any time inject this issue and perhaps create enough confusion and difficulty 
to actually endanger the legislation."102 However, on April 13, 1965, Senator 
Harry Byrd asked HEW secretary Celebrezze to explain the position of the 
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Johnson administration on Medicare and Title VI. Celebrezze's "instinctive 
reaction" was to say that Title VI did not apply.103 The Justice Department 
confirmed this view. Title VI could only be applied to institutions receiving 
federal funding, not to programs based on individual enrollment such as 
Medicare. However, "if it is desirable to do so," an opposite position could be 
justified as well. Since Medicare would strengthen the financial position of the 
hospitals, Title VI compliance could be assumed. In attempt to avoid the 
introduction of a specific civil rights amendment, the Johnson administration 
decided to do just that. As presidential advisor Bill Moyers told his colleague 
Lee White, "Push hard to see that this line is followed by HEW." Accordingly, 
HEW secretary Celebrezze told Senator Byrd that Title VI would indeed be 
applied to Medicare.104 As the liberal Democrats were reassured that the 
desegregation of Southern hospitals under Medicare would be enforced, they 
did not need to introduce a specific civil rights amendment. Subsequently, the 
Southern Democrats could safely support Medicare. As Robert Ball 
remembered, "I think everyone knew [that Title VI was going to be applied], 
but they didn't want to have to go on record about it."105 

The three-layer Medicare proposal was passed in the House of 
Representatives on July 27, 1965, by a vote of 307 to 116. The next day, the bill 
was passed in the Senate by a vote of 70 to 24. Title XVIII of the Social 
Security Act consisted of Medicare Part A (hospital insurance for the elderly) 
and Medicare Part B (supplemental voluntary health insurance). Title XLX of 
the Social Security Act consisted of the extended and revised Kerr-Mills 
program, which became known as Medicaid. The Medicare advocates were 
delighted that finally a government health insurance program had been 
established. As LS. Falk wrote to Wilbur Cohen, "I am greatly and deeply 
pleased that - at long last - we have taken a first step toward meeting the 
problems of medical care costs through the only way in which we can deal with 
them soundly in the United States."106 

USING THE BLUES 

In the early 1950s, the social security policymakers opposed the use of the 
nonprofit Blue Cross as intermediary in a hospital insurance for the elderly 
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program based on social security. They changed their opinion at the end of the 
1950s, as they realized that building upon the experience of an already existing 
reimbursement program could be helpful with the administration of a 
government hospital insurance program. Moreover, the social security 
policymakers hoped that by including Blue Cross, the AHA and Blue Cross 
would be more willing to cooperate in getting Medicare enacted.107 Labor 
union AFL-CIO reluctantly shared this view in the hope that the inclusion of 
Blue Cross would enable to keep the private and commercial insurers out. As 
far as the AFL-CIO was concerned, private insurers were not capable to make a 
constructive contribution to Medicare. Labor had studied the private health 
insurance plans for the elderly and had concluded, as Nelson Cruikshank 
stated, that "their best is not nearly good enough."108 Moreover, the inclusion 
of one particular private and commercial insurance company in Medicare 
would disturb the relationship between the remaining insurance companies and 
the employers, "thus upsetting many existing stable relationships not only 
between insurers and employers or welfare funds, but also between employers 
and unions."109 

Even though the social security policymakers were willing to include Blue 
Cross in their plans, Blue Cross itself continued to oppose Medicare. In the 
early 1960s, the private and commercial insurance companies had started to 
offer so-called "State 65" health insurance for the elderly plans to counter the 
threat of Medicare. In 1962, Blue Cross followed this example and announced 
a special 65+ health insurance plan. However, when local Blue Cross chapters 
were requested to provide more information about this special 65+ health 
insurance program, they confessed to be "extremely embarrassed." Apparently, 
they were incapable to offer the health insurance program that the national 
Blue Cross had promised. As AFL-CIO's Lee Bamberger told Wilbur Cohen, 
"I think we have enough information to make it quite clear that the motivation 
behind the national advertising campaign by Blue Cross and Blue Shield is 
primarily political."110 

Up to 1962, Blue Cross had opposed Medicare, a position that the 
nonprofit insurer shared with both the AHA and the AMA. However, as stated 
before, in 1962 the AHA and Blue Cross broke with the AMA's position, as 
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they reluctantly began to support hospital insurance for the elderly based on the 
social security principle. As Blue Cross had to compete with the for-profit 
insurance companies, it become more and more difficult to provide health 
insurance coverage for high-risk groups such as the elderly. In spite of its 
opposition to governmental intervention, Blue Cross began to realize that it 
could be beneficial if the government took care off the elderly and the welfare 
poor.111 In 1962, the Sub-Task Force on Use of Blue Cross and Other Insurers 
in the Health Insurance Program for the Aged, chaired by Arthur Hess of the 
Social Security Administration, studied the possible participation of Blue 
Cross. As the sub-task force concluded, the advantages of using Blue Cross as 
intermediary were many. Blue Cross could build on its experience in the 
hospital insurance field. As Blue Cross was an organization with close ties with 
the health care providers, the relationship between the federal government and 
the hospitals would improve. Blue Cross could function as a buffer between the 
two parties. In addition, using Blue Cross would be much less expensive than 
starting a whole new government agency. The only real disadvantage was that 
the federal government would give up part of its control over the program, 
particularly in the field of determining costs.112 

The social security policymakers also tried to convince the private and 
commercial insurance industry that Medicare would be in its own interest. 
Even though they did not want to include the private insurers within the 
program, winning the support of the insurance industry could help getting 
Medicare enacted. "We are convinced that health insurance for the aged will 
have an effect on private health insurance," as Wilbur Cohen told a group of 
commercial insurers, "a beneficial effect." As Medicare would take the high 
costs of the elderly out of private health insurance, the commercial insurers 
faced two new opportunities. First, they could offer additional benefits to those 
elderly who could afford more than the basic Medicare coverage. Second, they 
could improve the benefits for their younger clients, as the private insurers 
were no longer burdened with the unprofitable elderly.113 However, Wilbur 
Cohen realized that the private and commercial insurance industry was not 
willing to give up its opposition to Medicare. In early 1965, Cohen told 
Lawrence O'Brien that negotiating with the private insurers was useless. "They 
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have been very stand-offish in the past, and when they have made any 
suggestions they are ones that we usually can't accept."114 

The question whether or not to use Blue Cross as intermediary was an 
important part of the negotiations between Wilbur Mills and the Johnson 
administration. Both Mills and Cohen favored using Blue Cross, as its 
inclusion could keep private insurance out. If private insurance was included, 
labor would "raise a major howl." Of all the nationwide organizations 
experienced in hospital insurance, only Blue Cross could meet the 
governmental requirements for the reimbursement of health care costs. 
Moreover, as a nonprofit organization, Blue Cross would not demand to make 
any guaranteed profit out of the program, though financial losses would not be 
acceptable.115 To insure that only Blue Cross would participate, Wilbur Mills 
suggested to have Blue Cross reimburse 99 percent of the costs. Even though 
Cohen believed this was a "brilliant way" to exclude the private and 
commercial insurers, he feared that 99 percent of the costs would be 
unacceptable to Blue Cross. "A modification that might be more acceptable to 
Blue Cross of paying either costs or 99% of charges - whichever is the lesser -
might work equally well."116 

While the Johnson administration, Wilbur Mills, and the AFL-CIO had 
all accepted the proposed use of Blue Cross, others believed that the 
participation of Blue Cross in Medicare would be unwise. Jay Constatine of 
Senator Pat McNamara's Subcommittee on the Problems of the Aged and 
Aging summed up the arguments against using Blue Cross. First, using Blue 
Cross would raise a civil rights issue, as several local Blue Cross plans in the 
South condoned segregation and racial discrimination in the administration of 
its health care plans. Second, Blue Cross was an organization controlled by 
health care providers, in particular by hospital administrations. Blue Cross 
could never be an "objective agent," as the health care providers would obtain 
too much control over the Medicare program. Third, even though Blue Cross 
was a national organization, there were major differences between the local 
plans. These differences were important, as many local plans still opposed 
Medicare. An organization that opposed a program could hardly be expected to 
make its administration a success. In conclusion, as Jay Constatine argued, 
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Medicare should not be administered by Blue Cross, but instead by the Public 
Health Service in cooperation with the Social Security Administration.117 

In spite of these convincing objections, the Johnson administration did not 
change its strategy. When the three-layer Medicare proposal was accepted in 
March 1965, the role of Blue Cross and Blue Shield increased. The bill gave 
the nonprofit organizations the responsibility to determine the "reasonable 
costs" and to provide safeguards for over-utilization.118 The involvement of 
Blue Shield was based on Medicare Part B, the voluntary health insurance 
program that covered physicians' services. Blue Shield was reluctantly willing 
to cooperate with the federal government, though did try to obtain more 
authority to set standards. "Blue Shield has little interest in being used merely 
as a conduit of funds between the Government and the aged patient or his 
doctor," as Blue Shield told Senator Anderson. "We believe that Congress 
should understand the vital importance of building a bridge of cooperation and 
understanding between the Government and the medical profession, by making 
maximum use of the prepayment mechanism with which the physicians are 
accustomed to working in the provision of prepaid medical care."119 

In the end, Medicare would prove to be very profitable to the medical 
profession, mainly because Blue Cross and Blue Shield were given so much 
control in determining the "reasonable costs" for Medicare Part A and the 
"customary charges" for Medicare Part B. When debating the three-layer 
Medicare proposal, Congress had remained relatively silent on the participation 
of Blue Cross and Blue Shield. Moreover, Congress failed to distinguish 
between the different roles of Blue Cross and Blue Shield as technical experts 
and as political organizations with a large interest in how Medicare would be 
administrated.120 According to former AMA lobbyist James W. Foristel, the 
medical profession was deliberately rewarded in an attempt to "compensate" 
for the enactment of Medicare. "Here's what I can do for you," as Mills 
allegedly told the AMA officials, "I'll write into the law a provision that will 
allow physicians to direct bill for their services, rather than being forced to 

117 "Arguments Against Use of Blue Cross as Government's Agent in Proposed 
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accept the Medicare payment as payment in full."121 Whether or not this 
particular account is true, Medicare did indeed give the medical profession 
great freedom in determining the "reasonable costs," making it difficult for the 
federal government to control the rising health care costs. Basically, as Edward 
D. Berkowitz and Kim McQuaid have argued, "the federal government simply 
bought into the health system, using the politically convenient cover of the 
social security system. That was the American version of national health 
insurance: federal money and private control."122 

THE REAL REASON BEHIND THE A M A ' S OPPOSITION 

Throughout the Medicare debate, the AMA had argued that the main issue was 
"Compulsion versus Freedom of Choice." Government health insurance had 
failed in all countries were it had been tried, leading to "mountains of red tape" 
and long waiting lines for surgery. Under national health insurance, doctors 
had been replaced by untrained government workers. "Do you want this in 
America?"123 Cards signed by "Your Physician" were handed out to patients in the 
waiting room, warning them that "Americans have always preferred to purchase 
services from the person of their own choice, but this freedom will disappear with 
this new intrusion of Government into our private lives."124 

Due to its continuous vocal opposition, the AMA had basically excluded 
itself from the negotiations on Medicare. When the AMA was consulted, the 
discussion centered on the desirability of Medicare, and not on how such a 
program should be administrated. As a result, the social security policymakers 
negotiated with other social partners in medical care, in particular with the 
AHA and Blue Cross. In addition, the social security policymakers had contact 
with the National American Association (NMA), the African-American 
counterpart of the AMA, which supported Medicare. Former NMA president 

121 As quoted in Howard Wolinsky and Tom Brune, The Serpent on the Staff: The 
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Kenneth W. Clement was the only physician on the Advisory Council on Social 
Security, which included prominent representatives of labor, business, and the 
federal government, such as Nelson Cruikshank, Robert Ball, Marion Folsom, 
J. Douglas Brown, and Loula Dunn.125 One could even claim that between 
1963 and 1965, as Martha Derthick has suggested, the NMA "represented the 
medical profession," as the AMA "was implacably hostile to government 
health insurance."126 However, Derthick seems to overestimate the influence of 
the NMA, as the Johnson administration may have welcomed the NMA's 
support, but continued to view the AMA as the main representative of the 
medical profession. True enough, the NMA representatives were invited to the 
White House for a meeting on Medicare, but they had to "urge that Medicare -
not Civil Rights - be the focus of conversation and discussion." Even though 
the NMA's support of Medicare was appreciated, the Johnson administration 
did not take the NMA too seriously. President Johnson thanked NMA president 
W. Montague Cobb for his article "The White House Keeps the Faith" in the 
Journal of the National Medical Association, but when Johnson held crucial 
Medicare meetings with the medical profession at the White House, the NMA 
was not invited.127 

After the three-layer Medicare approach had been accepted in March 
1965, the AMA wanted to meet with President Johnson to express its 
opposition. However, the Johnson administration did not wish to meet with the 
AMA before Medicare was enacted. The AMA may have been "shocked" by 
the sudden three-layer approach of Medicare, but, as Cohen argued, it was the 
medical profession's own fault. "As Chairman Mills had said to me the 
Committee action is in large part due to the attack the AMA has made on the 
limitations of the Administration proposal." Cohen did believe that, once 
Medicare was enacted, the relationship between the Johnson administration 
and the AMA had to be improved to secure a proper implementation of the 
Medicare program. Before that was the case, however, the AMA had to wait. 
"If the President were to see the AMA and this became public he might then 
have to see the National Medical Association (the Negro group) and possibly 
the physicians who support the legislation and also the private insurance people 
who are opposed to the bill."128 

In July 1965, the Johnson administration did welcome a meeting with the 
AMA, as the cooperation with the medical profession was "essential" to make 
Medicare work. The Johnson administration was already meeting with the 
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representatives of Blue Cross, Blue Shield, and the AHA.129 "This is an 
important opportunity to urge the medical profession to cooperate with the 
Government in making Medicare a success. They have requested to see you," 
as Douglass Cater told President Johnson. "But you should take the initiative in 
making clear to them that the legislative struggle is over - now it is time to 
work together to make the new act work."130 President Johnson met with eleven 
AMA officials on July 29, 1965, the day before he would sign the Medicare 
bill. Instead of discussing Medicare, the president talked about the war in 
Vietnam and the need for more physicians to participate in a medical program 
to help the civilian population. "Your country needs your help. Your President 
needs your help," as Johnson told the AMA officials. Of course the AMA 
would help the president, the physicians replied. Without a delay, Johnson 
requested that the press enter the room. After Johnson had stated that the AMA 
was cooperating with the federal government in the Vietnam medical program, 
one reporter asked what the AMA's position on Medicare was going to be. 
Johnson immediately replied: "These men are going to get doctors to go to 
Vietnam where they might be killed. Medicare is the law of the land. Of course 
they'll support the law of the land." Then Johnson turned to AMA president 
James Appel. "Tell him. You tell him." James Appel could only confirm the 
president's words. "We are, after all, law-abiding citizens, and we have every 
intention of obeying the new law."131 As far as the Johnson administration was 
concerned, the meeting with the AMA had been a successful attempt to obtain 
the physicians' cooperation in Medicare. 

As far as the AMA was concerned, however, the legislative struggle was 
far from over. The AMA had limited its open opposition to the Medicare bill, 
because Medicare was the. most visible health care legislation in the public 
debate. Even though the AMA did oppose Medicare, the physicians were far 
more worried about the Regional Medical Program (RMP) and the Heart 
Disease, Cancer, and Stroke (HDCS) bill. These bills were the result of the 
studies by the Presidential Commission on Heart Disease, Cancer, and Stroke, 
which President Johnson had established in 1964 to study the possible ways to 
encourage medical research. The RMP would create a national network of 
hospitals, funded by the federal government.132 As had become apparent in the 
1930s, the federal government was only the AMA's surrogate enemy. The 
medical profession was much more concerned about the reorganization of 
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medical care within a hierarchy based on scientific technology than by the 
governmental financing of an insurance program. "Wilbur, Medicare is a bill 
that passed. We didn't like it, and we didn't want it; but after all, it only 
involves the relationship of the government to the doctors," as one AMA 
official told Wilbur Cohen. "But the regional medical program attempts to 
place the deans of the medical schools in charge of medicine, and that's a 
much more radical concept in that bill and we just happened to be opposed to it 
if that's what's in line."133 Cohen realized that the AMA feared that the RMC 
and the HD SC bill would undermine the role of the private practitioner 
opposed to the role of the specialists, the hospitals, and the medical schools. 
While the Medicare bill merely dealt with the way medical care was financed, 
the RMC and the HSDC bill would influence the way medical care was 
delivered. Yet, even though the AMA opposed the RMP and the HDCS bill, 
these programs were, unlike Medicare, difficult to oppose in public. To 
denounce government health insurance as "socialized medicine" was one thing, 
but to denounce the attempt to fight serious diseases as "communism" was 
quite another. Instead, the AMA tried to obstruct the RMP and the HDCS bill 
by lobbying behind the scenes. AMA president James Appel told Cohen that 
the AMA could not "cooperate effectively" with the government in making 
Medicare a success as long as the HDCS bill was still pending. "Dr. Appel 
repeated several times that this was not a threat nor an ultimatum," as Wilbur 
Cohen remarked. "After he repeated it several times it seemed to me it was 
exactly that."134 

One month after Medicare had become "the law of the land," the AMA 
once again requested to meet President Johnson in person. During the meeting 
of July 29, 1965, AMA president James Appel had not been able to address the 
issue of the HDCS bill. This time, Appel wanted to ask Johnson to go slow on 
the HDCS bill, which "many physicians presently consider a greater threat to 
the practice of medicine than Medicare." Even though President Johnson was 
willing to meet with the AMA officials, he refused to be intimidated. As he told 
his aide Douglass Cater, "Tell him [Appel] for weeks we have been hearing 
there would be stalling tactics. We will work with them, for them but they 
stalled many health items for years and we must act now and coordinate 
later."135 The AMA had overplayed its hand. President Johnson no longer 
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seemed to take the AMA's opposition seriously. In a conversation with AFL-
CIO president George Meany, Johnson compared the AMA to "real dumb" 
chickens. "They eat and eat and eat and never stop. Why they start shitting at 
the same time they're eating, and before you know it, they're knee-deep in their 
own shit. Well, the AMA's the same. They've been eating and eating nonstop 
and now they're knee-deep in their own shit and everybody knows it. They 
won't be able to stop anything."136 

A VICTORY FOR AMERICA 

From the start of the debate, the Democrats had recognized the symbolic 
character of the Medicare issue. Two years before the enactment of Medicare, 
President Kennedy had expressed the core sentiment behind the hospital 
insurance bill. "It is a tragic irony that medical science has kept millions of 
retired men and women alive to face illnesses they cannot afford."137 Once the 
passage of Medicare was secured, the symbolism continued. In May 1965, even 
before Medicare had officially been passed in Congress, the National Council 
of Senior Citizens presented the Aime J. Forand Awards to Senator Clinton P. 
Anderson, Representative Cecil King, and national health insurance advocate 
Michael M. Davis. The award consisted of a framed picture of the late 
President Kennedy. Senator Anderson was "particularly pleased" that the 
committee had chosen Kennedy's picture as the symbol of Medicare, as 
Kennedy had been "devoted to the cause of providing our elderly with adequate 
health insurance."138 

President Johnson chose to honor another - still living - president, as he 
decided to sign the Medicare bill at the Harry S. Truman Library in 
Independence, Missouri. Wilbur Cohen and presidential aide Horace Busby, 
however, advised against signing the bill in Independence. The symbolic 
connection to the Truman administration could give the impression that 
Johnson intended to extend Medicare to cover the entire population. In 
addition, they feared that Harry Truman would make "some distasteful 
remarks" about the AMA. Most important, Cohen and Busby did not want to 
dramatize the event. They believed that President Johnson should not be 

This is one of the few instances that President Johnson added a long answer in 
handwriting to a memo of his staff. 
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"playing FDR," as that would only "add credence to the adverse images of 
vanity, self-centeredness, etc."139 Johnson, however, refused to change his 
plans. As he asked Cohen, "Why Wilbur, don't you understand? I'm doing this 
for Harry Truman. He's old and he's tired and he's been left all alone down 
there. I want him to know that his country has not forgotten him. I wonder if 
anyone will do the same for me."140 In the end, the entire presidential staff 
agreed with Johnson that signing the Medicare bill in Independence would be a 
great idea, "something unusual."141 

On July 30, 1965, President Johnson flew to Independence, Missouri, 
where he signed the Medicare bill. According to the presidential daily diary, 
"the day was warm and sunny and seemed to agree w/ the President and 
politicians that had accompanied him - everyone was in a good mood."142 

Many of the politicians, social servants, labor officials, and public 
representatives who had advocated national health insurance were present, 
including Harry S. Truman, Oscar Ewing, and LS. Falk, though the 
"Grandfather of Medicare" Michael M. Davis was not able to attend.143 To the 
relief of the Johnson administration, Truman did not mention the opposition of 
the AMA, but merely stated that he was "glad to have lived this long and to 
witness today the signing of the Medicare bill which puts this Nation right 
were it needs to be, to be right." Subsequently, President Johnson honored 
Truman for being the man "who planted the seeds of compassion and duty" 
that had led to Medicare. As Johnson continued: 

No longer will older Americans be denied the healing miracle of modem 
medicine. No longer will illness crush and destroy the savings that they have so 
carefully put away over a lifetime so that they might enjoy dignity in their later 
years. No longer will young families see their own incomes, and their own hopes, 
eaten away simply because they are carrying out their deep moral obligation to 
their parents, and to their uncles, and their aunts.144 
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In his speech, President Johnson gave credit to Wilbur Cohen and Lawrence 
O'Brien for their work to get Medicare enacted. The President also 
acknowledged Wilbur Mills. "I was there on the platform at the Library when 
the President signed the bill. He had former President Harry Truman sitting by 
him, and then when he began to sign it he or President Truman one pulled me, 
from back over in an inconspicuous position that I had placed myself in, to 
them," as Wilbur Mills remembered. "They were laughing big, dragging me in, 
forcing me to stand there by them."145 As President Johnson concluded, "There 
just can be no satisfaction, nor any act of leadership, that gives greater 
satisfaction than this."146 

Wilbur Cohen would later state that Medicare and Medicaid had been the 
"Most Compassionate" and "Most Far-Reaching" legislative successes of the 
Great Society.147 Of all the Great Society programs, Medicare was perceived as 
the most "American" program, as it provided benefits to all Americans, 
regardless of race, class, or gender, as long as they were over 65. Once 
Medicare was enacted, Johnson's friend John Kenneth Galbraith suggested that 
the president take a short vacation: "There is no depression; no fighting except 
for a minor jungle conflict with a fourth-rate power; [and] no major legislative 
battle impending here at home."148 

CONCLUSION 

In 1962, two decades before he would become president of the United States, 
former Hollywood actor Ronald Reagan recorded a speech for the AMA's 
Woman's Auxiliary in which he "speaks out against socialized medicine." This 
record was used in the so-called "Operation Coffee Cup" project. The physicians' 
wives were to invite their friends and neighbors for an afternoon of drinking coffee, 
listening to the record, and writing letters to the members of Congress. "Write those 
letters now," as the smooth voice of Reagan told the women. "If you don't, 
Medicare, I promise you, will pass just as surely as the sun will come up tomorrow. 
And behind it will come other federal programs that will invade every area of 
freedom as we have known it in this country. ... If you don't do this ... one of these 
days you and I are going to spend our sunset years telling our children and our 
children's children what it once was like in America when men were free."149 
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In spite of its compelling rhetoric, the AMA failed to realize that it was 
fighting a lost battle. The time for Medicare had come. Already during the 
Eisenhower administration, a consensus had been established that something 
needed to be done to secure health insurance coverage for the elderly. When 
John F. Kennedy ran for president in 1960, he realized that Medicare was an 
attractive campaign issue to bring the Democrats back in the White House. For 
the first time, a government national health insurance program was promoted 
by a semi-populist movement, the National Council of Senior Citizens, 
organized by the labor movement in cooperation with the Kennedy 
administration. Once he was elected president, Kennedy asked Wilbur Cohen 
to return to the federal government. Again working for the Social Security 
Administration, Cohen became the main policymaker of Medicare. Cohen 
realized that the biggest obstacle to the enactment of Medicare was not the 
opposition of the AMA, but the obstruction of the House Committee on Ways 
and Means. To make the enactment of Medicare possible, the Kennedy 
administration needed to negotiate with Wilbur Mills, the committee's chair. 
Even after President Kennedy's death, often perceived as an impetus to enact 
Kennedy's New Frontier programs after 1963, Medicare remained locked in 
the committee. The elections of 1964, however, changed the situation 
drastically. President Lyndon B. Johnson was elected by a large majority and 
the political power in Congress had shifted in favor of Medicare. The following 
year, Medicare was enacted. 

Medicare did not end the division between social insurance and public 
assistance, but in fact consisted of a compromise, the so-called three-layer cake. 
The first layer is Medicare Part A, the government hospital insurance for the 
elderly program that the social security policymakers had envisioned since 
1951. The second layer is Medicare Part B, the voluntary health insurance 
program favored by moderate Republicans. The third layer is Medicaid, an 
extended version of the Kerr-Mills program, not only targeted at the 
impoverished elderly, but also at the welfare poor. While Medicare is a federal 
administrated program based on social insurance, providing benefits based on 
contributions made in the past, Medicaid is a joint federal-state program based 
on public assistance. To be eligible for the Medicaid program, one needs to 
pass a means test. While Medicare did not seem to serve any special interest -
all Americans were expected to grow old one day, Medicaid was immediately 
viewed as a program that served the special interests of the less privileged, or, 
in the popular belief, predominantly the African-American population. While 
the funding of the Medicare was merely questioned, the funding of Medicaid 
came immediately under attack. Unlike Medicare, Medicaid was not protected 
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by the status of universalism, and subsequently became an easy target of 
stigmatization and welfare cuts. 

The Medicare debate has been most easily remembered by the opposition 
of the AMA. Both the participants of the debate and the historians describing 
the debate understandably highlight the conflict between the medical profession 
and the Kennedy administration, and later the Johnson administration. The 
emphasis on conflict, however, overshadows the consensus that was eventually 
established among the social security policymakers, the politicians, the labor 
movement, the American Hospital Association (AHA), and Blue Cross, the 
main health insurance provider. To secure the cooperation of the AHA and 
Blue Cross, the social security policymakers maintained the professional 
autonomy of the hospitals and insurance industry within the law, including the 
ability to determine the costs of medical care. By continuing its vocal 
opposition to Medicare, the AMA lost an opportunity to increase its influence 
on policymaking. The AMA's opposition to Medicare was largely based on its 
opposition to group practice and the growing power of hospitals. Even though 
Medicare proved to be (financially) beneficial to all physicians (both private 
practitioners and specialists), the newly established government health 
insurance system reinforced the power of medical institutions such as hospitals 
and medical schools at the cost of private practice. As the AMA's opposition to 
the Regional Medical Program and the Heart Disease, Cancer, and Stroke bill 
shows, the AMA did not fear the power of the federal government itself, but the 
power given to the other providers of medical care. 

With Medicare and Medicaid, the United States of. America enacted its 
own form of national health insurance. While the national health insurance 
programs in other western welfare states were initially targeted at the male 
industrial workers and their dependents, the American form of national health 
insurance was targeted at the elderly and the welfare poor. According to the 
AMA and its spokesman Ronald Reagan, Medicare would mean the end of 
American civilization. The advocates of Medicare, on the contrary, emphasized 
the exceptionally American character of Medicare and social insurance. As 
Medicare co-sponsor Senator Clinton Anderson stated, "social insurance places 
its emphasis on that characteristic which distinguishes our free society from 
others - dignity of the individual."150 
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VI: TOWARD NATIONAL HEALTH INSURANCE? 

"Medicare need not just be for people over 65," as President Lyndon B. 
Johnson announced on April 8, 1966, "That is where we started."1 Even 
though Johnson was merely suggesting including the disabled and medically 
indigent children within the scope of Medicare, his comments did strengthen 
the fears of the opponents that Medicare was indeed the first step toward a 
system of national health insurance. Wilbur Cohen, by then promoted to the 
position of HEW undersecretary, denied that Medicare would be extended to 
include the remaining segments of the population. As Cohen told journalist 
Richard Harris: 

In the beginning, we looked at [Medicare] as a small way of starting something 
big - what the AMA likes to call a "foot in the door." But in time the bill we 
wrote - or, anyway, the idea behind it - became our only goal. Although the 
doctors are convinced that we intend to expand it downward, to individuals under 
sixty-five, I don't believe any responsible person in the government has any such 
intentions. As far as I'm concerned, this is America's form of national health 
insurance. 

Wilbur Cohen talked to Harris right after Medicare had been enacted. As he 
was responsible for the implementation of the new program, Cohen was eager 
to maintain a good relationship with all parties involved, including the medical 
profession. He therefore deliberately avoided any statement that could suggest 
that the Johnson administration wanted to go beyond the limited scope of 
Medicare. Social security commissioner Robert Ball, however, was less hesitant 
to admit that a system of national health insurance was indeed the ultimate 
goal. "We all saw insurance for the elderly as a fallback position, which we 
advocated solely because it seemed to have the best chance politically," as 
Robert Ball would later recall. "Although the public record contains some 
explicit denials, we expected Medicare to be a first step toward universal 
national health insurance."3 

The social security policymakers believed in the incremental character of 
the Social Security Act. While the advocates of a single national health 
insurance program hoped that Medicare and Medicaid would be extended to 
include the entire population, the social security policymakers expected that the 
program would be extended by category. After the inclusion of the elderly and 
the welfare poor, the targeted groups could be children, the disabled, and single 
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parents with dependent children. Similar to the American social security and 
public assistance programs - but quite the opposite to most other western 
government health insurance programs - Medicare and Medicaid would 
initially not include able-bodied individuals between the age of 21 and 65. 
Eventually, as the social security policymakers expected, all (medically) needy 
Americans who could not afford private health insurance, including the 
uninsured working poor, should be covered by Medicare and Medicaid. As 
Wilbur Cohen predicted, "by 1975, the medical assistance program [Medicaid] 
will include practically every person who cannot afford to pay for the medical 
care he needs. This could mean approximately 30 to 35 million medically 
needy people - or about 1/5 of our population."4 The result would be an 
American system of national health insurance, consisting of private, employer-
based health insurance for the American workers and their dependents, and 
government health insurance for the elderly, the disabled, children, and the 
uninsured working and unemployed poor. Even though universal coverage 
might not ever be achieved, each step would help to come closer to that goal. 
As Wilbur Cohen stated, "They will be important steps - some big, some little 
- but not perfect or complete."5 

With the enactment of Medicare and Medicaid in 1965, the first major 
steps toward universal coverage had been taken. Political developments, 
however, threatened to blunt the drive for extension. While 1965 had been the 
year of legislative triumph, 1966 was the year of implementing a rather costly 
Great Society. At the same time, the political climate began to change. In 
addition to the escalation of the war in Vietnam, urban unrest arose as the civil 
rights struggle shifted from the rural South to the Northern cities. The 
American people no longer unconditionally believed that Johnson's Great 
Society would be a big success. The costs of the war in Vietnam were 
undermining the budget for domestic reforms. In spite of President Johnson's 
claims, few Americans believed that the nation could have both "Guns and 
Butter." HEW secretary John Gardner was extremely worried about the 
direction the domestic reforms were going. "Our domestic program is suffering 
from a loss of momentum." as he told President Johnson. "When momentum 
gives out, the inertial forces of society take over. People become preoccupied 
with self-serving, feuding, settling old scores. ... It takes a surge of forward 

Wilbur J. Cohen, "Implementing The New Health Programs," 14 May 1966, Cohen 
Papers, box 258, folder 1, State Historical Society of Wisconsin. 
Wilbur J. Cohen, "Experience Teaches That NHI Will Be Gradual: What I Have 
Learned," in Allen D. Spiegel (editor), The Medicaid Experience (Germantown, 
Maryland: Aspen Systems Corporation, 1979), 397-398. In his biography of Wilbur 
Cohen, Edward D. Berkowitz states that Cohen indeed considered Medicare to be 
"a base from which to push national health insurance." Edward D. Berkowitz, Mr. 
Social Security: The Life of Wilbur J. Cohen (Lawrence, Kansas: University of 
Kansas Press, 1995), 245. 



Toward National Health Insurance? 185 

movement to lift people out of the petty preoccupations. This nation nseds a 
n£i¥ burst of momentum thai will carry ü into the 1970s."6 President Johnson 
agreed with Gardner that the Great Society could be build in spite of the war in 
Vietnam. In his State of the Union address of January 12, 1966, he told 
Congress: "This Nation is mighty enough, its society is healthy enough, its 
people are strong enough, to pursue our goals in the rest of the world while still 
building a Great Society here at home."7 

THE IMPLEMENTATION OF MEDICARE 

Between July 30, 1965, the day President Lyndon B. Johnson signed Medicare 
into law, and July 1, 1966, the day Medicare went into effect, a massive 
operation took place to make America ready for its first national health 
insurance program. "Even in this Cybernetic Age, no program as large as 
medicare springs to life with the flick of a switch or the expression of good 
intentions," as Wilbur Cohen stated. "It takes a forest of people, a mountain of 
skills, and rivers of perspiration."8 19 million elderly were to be enrolled in 
Medicare Part A, and also had to make a choice whether or not to participate in 
Medicare Part B. The Social Security Administration tried everything to get the 
message across to the American elderly. At the suggestion of President 
Johnson, famous "older" Americans such as comedians Jimmy Durante and 
Bob Hope promoted Medicare in television ads. Another presidential 
suggestion was to present the first Medicare benefit cards to former President 
Harry S. Truman and his wife Margaret. Subsequently, Truman taped a 
Medicare television ad in which he called Medicare "a step from charity, to 
security with dignity."9 To reach those elderly without television, the Forest 
Service carried Medicare application forms into the isolated woods and 
mountains. The Public Health Service (PHS) distributed Medigame, a board 
game similar to Monopoly, which helped the senior citizen to understand all 
benefits Medicare had to offer.10 As Wilbur Cohen concluded, "We have 
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prepared special materials for doctor's offices and pharmacies. We've done 
special work with labor, religious, business, community, and service 
organizations. We've translated pamphlets into 22 languages. From radio and 
TV, through newspapers, magazines, and journals to posters on mail trucks, 
buses, and subways, medicare news is in front of, in back of, and alongside of 
the American public!"11 

The deadline for Medicare enrollment was set on March 31, 1966, while 
three months later, on July 1, 1966, Medicare would go into effect. The first 
day of July was deliberately chosen at the suggestion of former social security 
policymaker LS. Falk. Already in 1949, when he was contemplating the 
implementation of President Truman's National Health Plan, Falk had stated 
that "Any 'effective date' should be July 1, when morbidity and demand for 
medical and hospital services are minimal, so that the initial benefit load under 
the new system of arrangements will be minimal."12 In 1965, after Falk had 
reminded Cohen of the effective date, Cohen added another reason. Starting the 
program a couple of days before Independence Day (July 4) was practical, as 
most people would try to avoid using the hospital during a holiday.13 With the 
deadline of March 31, 1966, approaching, ninety percent of the elderly had 
been enrolled in the Medicare program. The enrollment campaign had been 
"one of the widest and most successful canvassing drives in history," as Time 
magazine reported, but, "if one sheep be lost, would not Lyndon Johnson leave 
the flock to go in search of it?"14 Johnson was indeed not satisfied and he 
requested Congress to extend the enrollment deadline to May 31, 1966. 

With the exception of two minor incidents, the campaign to get the 
American elderly enrolled in Medicare ran smoothly. Those elderly who were 
not covered by the social security system (around two million Americans) had 
to proclaim that they did not belong to any "Communist-action organization, 
Communist-front organization or Communist-infiltrated organization." The 
American Civil Liberties Union immediately filed a complaint and the Johnson 
administration promised to change the application forms.16 Another complaint 
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came from Vice President Hubert Humphrey who accused the Social Security 
Administration of "a total lack of imagination." Instead of a prominent 
politician, the Medicare television ads featured "a Mr. Ball" as spokesman. 
"Why can't the President or at least the secretary of HEW, a Presidential 
appointee, be the spokesman?" Humphrey's complaint apparently did get 
through, as the vice president himself was featured as Medicare's spokesman in 
the HEW film "You AND MEDICARE."17 

The only two major obstacles in the implementation process were the 
desegregation of Southern hospitals (which will be discussed later on in this 
chapter) and the expected lack of sufficient facilities. By early 1966, alarming 
stories appeared in the press, stating that the shortage of medical facilities 
would constitute a major crisis. Most alarming was a Life magazine article 
entitled "Medicare Is Launched into a Shambles," which featured pictures of 
overcrowded hospitals and littered emergency rooms. "Because of the nurse 
shortage, the weary and overworked doctors must clean up the mess."18 The 
expected overcrowding of hospitals was also reported by the influential 
journalists Rowland Evans and Robert Novak. "Administration officials 
carefully explain that the new law does not guarantee hospital, diagnostic, 
outpatient, nursing-home or home nursing care. It simply guarantees partial 
payment of the bill by Uncle Sam. But that explanation may not sit well with 
people who suddenly become eligible for treatment they could never afford 
before, and then find it isn't available because of lack of space, doctors, nurses 
or technicians."19 

President Johnson was extremely disturbed by these "hysteria stories." 
Instead of Medicare horror stories, he wanted to have positive messages in the 
press. Johnson asked Wilbur Cohen to talk with the columnists of the major 
newspapers to get across that all the preparations needed were made to make 
Medicare a success and that the president himself was personally involved in 
these preparations.20 Cohen subsequently tried to point out that the fear for 
overcrowding was unnecessary. Even with a utilization increase of twenty 
percent, there would not be a problem, as the elderly only made up twenty-five 
percent of hospital days. The overall increase would only be five percent and 
such an increase could easily be handled by most hospitals in the country. 
Moreover, the administration was working together with the American 
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Hospital Association (AHA) to provide alternative care in the "trouble spots."21 

The Johnson administration also denied Evans and Novak's claim that the 
federal government merely saw Medicare as a cash program. "You do not agree 
with the attitude expressed by some bureaucrats that 'Medicare only provides 
the payments. It is the job of the community to provide the services,' " as 
presidential aide Douglass Cater told the president."You also do not agree with 
those who say we should never have started Medicare simply because it will put 
a strain on our nation's facilities. You have fought for legislation to increase 
medical personnel. The victories have been hard won."22 

In spite of the reassurances by the social security policymakers that there 
would not be any overcrowding, President Johnson remained worried. "I don't 
know what got into the President, but something made him very nervous that 
all the elderly who had been saving up all their ills for the last 65 years would 
suddenly show up at the hospitals on the day Medicare was going to be 
implemented," as social security commissioner Robert Ball remembered. "And, 
then, of course, the Secretary got excited when the President did, and we had to 
locate the hospitals that did have high occupancy rates and locate them by pins 
on a map. We had the army hospitals and the veterans hospitals alerted, and 
there were plans even to use helicopters to move people from one place to 
another."23 Subsequently, the HEW department established a temporary 
Referral Center for Medical Emergency Cases in the Medicare Program. When 
confronted with life-threatening emergencies, the center could refer patients to 
military and Veteran Administration hospitals. In the end, the "war room and 
pins on the map" proved to be unnecessary. As Robert Ball concluded, "There 
wasn't any problem anywhere. We didn't need a single army bed anywhere. 
We didn't need a single helicopter."24 

THE HEALTH INSURANCE BENEFITS ADVISORY COUNCIL 

In spite of the AMA's opposition to Medicare, the Johnson administration 
wanted to secure the cooperation of the medical profession in the 
implementation of Medicare. The two visits of the AMA officials with 
President Johnson in July and August 1965 had opened the door to a more 
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constructive relationship between the federal government and organized 
medicine. Even though Johnson continued to distrust the AMA, he had told the 
HEW officials to do their best in revising the Regional Medical Program and 
the Heart Disease, Cancer, and Stroke bill to make them acceptable to the 
AMA. The AMA leadership valued the willingness of the Johnson 
administration to listen to the physicians' point of view and subsequently 
announced that it would cooperate in the implementation of Medicare. This 
promise to cooperate surprised many of the AMA's rank and file. As one AMA 
member exclaimed, "We have learned that the AMA leadership is negotiating 
with the federal employees who for 30 years have been trying to impose 
socialized medicine on physicians of the country, and we hear such words as 
collaboration, cooperation, and deals, which leave us ever more confused and 
ever more bewildered."25 

The Johnson administration was extremely pleased that the AMA was 
cooperating "wholeheartedly." Only a small group of doctors organized in the 
Association of American Physicians and Surgeons (AAPS), an organization of 
rightwing physicians who believed that the AMA policies were "too liberal," 
was still trying to sabotage Medicare.26 The AMA leadership, however, 
supported Medicare by taking part in the Health Insurance Benefits Advisory 
Council (HIBAC). Vice president of the Brookings Institution and former 
budget director Kermit Gordon chaired the HTBAC, which consisted of sixteen 
members. Unlike its predecessor the Advisory Council on Social Security, 
which only included one physician (namely, Kenneth W. Clement of the 
African-American National Medical Association), the HIBAC included nine 
physicians. Labor was represented by AFL-CIO's Nelson Cruikshank. 
According to Wilbur Cohen, who claimed to have "personally selected the 
members of the first Council to be sure there was adequate representation from 
former critics and supporters of the law," the importance of the HIBAC could 
not be overemphasized.27 The HIBAC was, in the words of Judith Feder, the 
"original cornerstone of the balancing process." In this way, representatives of 
the medical profession, the hospitals, the insurance companies, labor, and 
consumer groups were able to bridge the gap between the different interests and 
create consensus. As the HIBAC membership was on personal title, the 
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representatives of the different organizations could go further than the 
organizations officially would go, enabling a better compromise. 

Even though federal officials were officially not part of the council, the 
social security policymakers initiated and organized most of the meetings. To 
their surprise, the meetings were far more successful than had been anticipated. 
"It helped a little to be snowed in for three days at a motel," as Robert Ball 
remembered, referring to one of the first HIBAC meetings. "The bar was open 
fairly early in the process."29 However, all interest groups involved realized 
that the "honeymoon" could soon be over. The AMA, the AHA, Blue Cross, 
and Blue Shield used the HIBAC to influence the determination of "reasonable 
costs." The social security policymakers, on the contrary, used the HIBAC in 
attempt to curtail the expected inflationary pressures on Medicare. One 
month after Medicare had gone into effect, the HIBAC held its tenth meeting. 
"Surprisingly enough they all agreed [Medicare] had gotten off to a pretty good 
start," as AFL-CIO's Nelson Cruikshank told Senator Clinton P. Anderson. 
"Of course the AHA thought there should be more money for hospitals, and the 
AMA complained about the paper work as did Aetna and Blue Cross - but they 
all admitted their complaints were minor!"31 Chairman Kermit Gordon shared 
Cruikshank's positive views and wrote to President Johnson that, even though 
not all problems had been solved, constructive progress had been achieved. 

Up to 1970, the HIBAC met regularly to discuss policy questions 
concerning the Medicare program. The AMA involvement in the HIBAC 
proved that the cordial relationship between the AMA and the federal 
government could last. In addition to the meetings of the HIBAC, the social 
security policymakers met directly with the AMA's Council on Legislative 
Activities, chaired by Samuel Sherman, who was also a HIBAC member. 
Wilbur Cohen hoped that the "open door" policy between the Johnson 
administration and the AMA would secure the cordial relationship. The 
AMA's attitude suggested that would be the case. "You have acquired a fan 
club consisting of all persons present from our group," as Sherman told Cohen 
after one of their meetings. "I don't know who is doing the brain-washing but I 
like the results and the feeling of mutual respect, empathy and trust which 

28 Judith M. Feder, Medicare: The Politics of Federal Hospital Insurance (Lexington: 
Lexington Books, 1977), 12-13, 143-144. 

29 Robert Ball, 31 January 1992, in Reflections on Implementing Medicare, part M, 
19. 

30 Cohen to Cater, 24 June 1966, Cohen Papers, box 88, folder 6, State Historical 
Society of Wisconsin. 

31 Cruikshank to Anderson, 2 August 1966, Anderson Papers, box 702, Library of 
Congress, Manuscript Division. 

32 Kermit Gordon to Lyndon B. Johnson, 2 August 1966; Johnson to Gordon, 3 
August 1966, Cohen Papers, box 10, folder 9, State Historical Society of 
Wisconsin. 



Toward National Health Insurance? 191 

prevailed."33 Ironically, the successful efforts of the Johnson administration to 
cooperate with the AMA led to complaints by the American Hospital 
Association. "The hospital people were very pessimistic and frustrated," as 
Wilbur Cohen told HEW secretary John Gardner. "They had cooperated with 
us. The American Medical Association which had not cooperated with us in the 
enactment of the legislation was getting 'everything it wanted. ' It seemed like 
the best thing for the hospitals to do was to be critical and recalcitrant - like 
the AMA - and they would get more from us."34 

THE DESEGREGATION OF SOUTHERN HOSPITALS 

Another obstacle in the implementation of Medicare was the desegregation of 
Southern hospitals. To secure equal health care facilities throughout the nation 
was important to the Johnson administration, as it would protect the universal 
character of Medicare. During the first eight months of Medicare's 
implementation, however, the desegregation of Southern hospitals was not an 
urgent issue on the Medicare agenda.35 This changed in March 1966 when the 
HEW department established the Office of Equal Health Opportunity. A rushed 
desegregation effort followed. The delay had been a deliberate move of the 
Johnson administration. Assuming that a majority of the Southern hospitals 
already anticipated the requirement to desegregate and subsequently were 
prepared to do so, the Johnson administration tried to discourage the remaining 
and less-willing hospitals from organizing opposition.36 In this way, 
desegregation was enforced within a period of four months, leaving little time 
for organized protests. To investigate the status of compliance, questionnaires 
were sent to hospitals all throughout the nation. Even though desegregation 
was an important requirement, other requirements included good hygiene and 
the availability of services such as x-ray facilities. If the questionnaire 
suggested that further inspection was needed, or if the questionnaire was never 
returned, then the inspectors of the Public Health Service and the Social 
Security Administration would visit the hospital. Both HEW agencies had 
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hired around five hundred inspectors who had received a short training by 
consultants, including representatives of the National Urban League and other 
civil rights specialists.37 Not surprisingly, most of these inspections were to be 
made in the South, particularly in the Deep South states (Alabama, Georgia, 
Louisiana, Mississippi, and South Carolina) and in Virginia.38 

Ending segregation meant more than merely taking down the "White" 
and "Colored" signs and forcing all-white hospitals to accept African-
American patients. The hospital staff of doctors and nurses needed to be 
desegregated, enabling equal chances for all personnel to receive staff 
privileges or to qualify for special training. To desegregate all-black hospitals, 
the often lower-quality service had to be improved through funding to attract a 
white clientele. Ironically enough, not only white hospitals but also African-
American hospitals were reluctant to desegregate, as African-American 
physicians feared that they would lose their professional autonomy when 
working in a desegregated hospital. Most important, desegregation meant a 
change in attitude. HEW officials had to explain again and again that Medicare 
did not require "a quota of Negroes in a hospital nor a Negro and white patient 
in every room."39 Decisions were to be based on medical grounds only, rather 
than on race, color, or nationality. The biggest obstacle proved to be the 
desegregation of room assignments. As social security commissioner Robert 
Ball stated, "Remember now, this was the older population which had been 
brought up in segregated areas, and we are talking about two beds in the same 
room."40 Once the inspections of the Southern hospitals had started, rumors 
appeared that hospitals did anything to provide a false appearance of full 
desegregation. In one hospital, African-American patients were "wheeled 
briskly from room to room while Federal examiners were being distracted," 
and in another white and black babies were placed side to side in the nursery, 
only to be separated again once the inspectors were gone.41 According to 
Robert Ball, however, these actions were merely incidents. "I think the word 
got around from one hospital to another pretty quickly that on this there was no 
room for bargaining."42 

One month before Medicare would go into effect, the Johnson 
administration accelerated the drive for desegregation. All hospitals not in 
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compliance were sent warning letters, followed by a phone call from the 
regional office. Larger hospitals could expect a personal visit by HEW 
inspectors within seven days.43 In addition to these inspections, political 
pressure was put on the Southern senators, governors, and mayors. All 
connections were used to "encourage the communities involved to serve their 
self-interest by bringing pressure on their hospitals to comply."44 HEW officials 
conducted meetings with the congressional delegations from the Southern 
states. At the request of President Johnson, Vice President Hubert Humphrey 
contacted the mayors of the Southern cities to point out the "dire consequences 
of failing to be ready for Medicare," while Governor Farris Bryant from Florida 
met with the governors of the Deep South states.45 With the exception of 
Governor George Wallace from Alabama, most governors and mayors were 
cooperative in pressuring the local hospital administrations to fulfil 
compliance. Moreover, in spite of their earlier opposition to Medicare, the 
desegregation effort was also supported by the medical profession and the 
nonprofit insurers.46 The Journal of the American Medical Association printed 
an article by surgeon general William H. Stewart in which he asked for the 
cooperation of the medical profession.47 The AHA contacted the state hospital 
associations in the South, urging them to support desegregation. The Blue 
Cross representatives informed the administrations of Southern hospitals that 
most Blue Cross payments for patients over 65 would no longer be paid after 
Medicare had started and that non-complying hospitals would thus no longer 
receive Blue Cross payments.48 

During a special meeting with the Southern senators and their staff 
representatives, two days before Medicare was to go into effect, the senators 
complained that the Johnson administration was too strict in its desegregation 
effort. Senator Russell Long proposed a compromise by asking HEW secretary 
John Gardner to "use discretion and judgment in the enforcement of Title 
VI."49 The Johnson administration, however, refused to give in, at least in 
public. The night before Medicare's official start, HEW secretary Gardner 
announced that the requirements would not be loosened. "To lower the 
standards for hospitals that have delayed coming into compliance would be to 
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reward delay and to discriminate against those hospitals which came into 
compliance earlier and met the standards fully."50 However, in spite of these 
good intentions, HEW officials had quickly realized that they needed to be 
inclusive if they wanted hospitals to desegregate. As one HEW official told 
Judith Feder: "If we took them in, they would integrate. If we'd closed them 
down, they would have said it was because we were forcing them to integrate. 
Then we'd have a race thing on our hands."51 A "race thing" was exactly what 
the Johnson administration wanted to avoid. Instead, the Johnson 
administration believed that a "positive approach" would encourage further 
desegregation. Once a majority of the Southern hospitals was in compliance, 
the rest would naturally follow. In attempt to include as many hospitals as 
possible, the HEW department introduced the so-called "substantial 
compliance" category. Instead of refusing to certify Southern hospitals that 
were in partial compliance, the HEW department certified them on the 
condition that they move toward full compliance in the future.52 As a result, a 
large number of hospitals could be certified at the last moment. 

In August 1966, President Johnson proudly announced that the "old blot 
of racial discrimination in health is being erased in this land we love." The 
days when "a sick man whose skin was dark was not only a second class 
citizen, but [also] a second-class patient" were finally over.53 Civil rights 
advocates, however, were not convinced. Two months earlier, the National 
Urban League had already expressed its concern to President Johnson that the 
HEW department had certified hospitals in Atlanta that were known to be 
segregated.54 In the Senate, liberal Democrats attacked the Johnson 
administration's strategy of substantial compliance. "Hundreds of hospitals 
were certified after agreeing to some HEW demands in the last 2 weeks before 
the deadline." Those segregated but certified hospitals in Atlanta were no 
exceptions, but the rule. As the liberal Democrats concluded, "In short, no 
matter how loudly the administration claims that it refused to accept tokenism 
in place of performance, it is clear that in reality the opposite was true."55 In 
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spite of all the criticism, however, even the liberal Democrats had to admit that 
desegregation under Medicare had been at least partially successful. Complying 
Southern hospitals seemed to work fine and had even recognized the practical 
advantages of desegregation. As the administrator of one Virginia hospital 
stated: "Sometimes we used to have shortages of colored beds. Other times we 
had shortages of white beds. Now that a bed is a bed, we always have one 
available."56 The Johnson administration's strategy of pragmatic politics over 
upholding a strict principle eventually paid off. Medicare may have not ended 
segregation and discrimination in Southern hospitals, but it undoubtedly sped 
up the desegregation process. 

THE COSTS OF MEDICAID 

While most attention was given to the implementation of Medicare and the 
obstacles of the supposed lack of medical facilities and the desegregation of 
Southern hospitals, the other health insurance program enacted in 1965, 
Medicaid, received little attention. As Wilbur Cohen remembered: 

Title Xrx [Medicaid] was not a secret, but neither the press nor the health policy 
community paid any attention to it because of the dazzling bewilderment of the 
adoption of [Medicare] Part B. The proponents of Medicare were delighted with 
their victory; the opponents were demoralized. ... The full awakening to the scope 
of the Medicaid legislation did not come until much later. The health policy 
community in 1965 was a small band of brothers and sisters concerned about the 
controversial elements in Medicare and unaware of the possibilities in Medicaid. 
But the idea of Medicaid developed in my mind as early as 1942. I waited for the 
right time when someone would ask me to develop it into a law. The year 1965 
was that time.57 

Wilbur Cohen's initial vision of Medicaid was based on the belief that a public 
assistance program was needed to cover those Americans who were not able to 
obtain coverage through private health insurance or government social security 
insurance. This intention, however, was not clear to many politicians, as no 
one seemed to know how Medicaid would develop. Moreover, unlike Medicare, 
the Medicaid legislation was poorly drafted, leaving a lot of the issues open to 
wide interpretation. "Actually, Medicare could be more realistically compared 
to a two layer cake plus the recipe for the third layer," as commissioner of 
welfare Ellen Winston stated, referring to the popular three-layer cake 
metaphor. "Medicare provides the recipe ... and a good portion of the 
ingredients. However, it is up to States and communities to bake the cake."58 
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There were major differences between Medicare and Medicaid. Unlike 
Medicare, Medicaid build on the already existing Kerr-Mills legislation, which 
was a joint federal-state program. Medicare was a universal program based on 
the social security system and administered by the federal government. 
Medicaid, on the contrary, was a public assistance program targeted at certain 
categories of the welfare poor. This division was also reflected in the 
implementation of the programs. Medicare, as a prestigious program of the 
Johnson administration, was executed by the ever-growing Social Security 
Administration, while Medicaid was placed under the responsibility of the 
understaffed Welfare Administration. As a joint federal-state program, 
Medicaid was based on the matching principle. The federal government funded 
fifty to eighty-three percent of the costs of the state program. The initiative to 
start Medicaid, however, was left to the individual states. Once a state had 
established a Medicaid program, it had to receive the approval of the HEW 
department. Medicaid started out on an open-ended federal budget, meaning 
that Congress was unable to control the costs for the federal government. The 
federal costs depended on the actions of the individual states. If the states set up 
extensive programs, the federal costs would increase. The only way Congress 
could control costs was by cutting the federal funds of the program. The 
deadline for states to get their Medicaid program accepted by the federal 
government had been set on December 31, 1969. By then all but two states 
(Alaska and Arizona) had established a Medicaid program.59 

Most politicians in Congress had assumed that the Medicaid program 
would merely be an extension of the already existing Kerr-Mills program. 
Medicaid, however, was more than merely a revised Kerr-Mills. The eligibility 
requirements were less strict, as adult children were no longer considered to be 
responsible for the health care costs of their aged parents and residence 
requirements could no longer be used to determine eligibility. While Kerr-Mills 
had been based on vendor payments, the Medicaid payments were based on the 
private insurance principle. In this way, Medicaid beneficiaries were brought 
into the "mainstream" of medical care. Moreover, Medicaid provided far more 
comprehensive services than Kerr-Mills had done.60 Medicaid was based on a 
complex categorization of possible beneficiaries, who were divided in the 
"categorically needy," the "categorically related needy," the "categorically 
related medically needy," and the "noncategorically related medically needy." 
The first category to be covered by Medicaid was the group of public assistance 
beneficiaries, including the elderly poor, the blind and disabled, and families 
who received AFDC (Aid to Families with Dependent Children) benefits. The 
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second category included "comparable" groups of elderly, the blind and 
disabled, and families with children who earned too much to be eligible for 
general public assistance, but who could not afford to pay for their own medical 
care. The third category, also known as the Ribicoff provision (named after 
Senator Abraham Ribicoff who had introduced it in Congress), were all 
medically indigent children under 21, regardless of whether or not their parents 
were unemployed or on welfare. The fourth category consisted of all remaining 
medically indigent, including the uninsured working population between the 
age of 21 and 65. This last category was expected to be included within 
Medicaid by 1975.61 In practice, most Medicaid programs did not go beyond 
the first two categories, building on the already existing public assistance 
tradition of only including those who were eligible because they were old, 
blind, disabled, or a dependent child. Being merely poor or so-called medically 
indigent was in most states not enough to be eligible for Medicaid. 

Once Medicare had successfully been implemented, both politicians and 
press began to give more attention to the Medicaid program. In July 1966, an 
editorial in Life magazine warned to "Watch Out" for Medicaid. The program 
went far beyond its limits, the editors claimed. "The Congress must add a set of 
guidelines that will allow the separate states to write laws that will solve the 
medical problems of their citizens who are truly in need - without bankrupting 
the rest of us."62 The revived attention had been prompted by the introduction 
of the Medicaid plans of California and New York. Both states were known for 
their comprehensive public medical services. Their Kerr-Mills programs had 
been the most advanced of all medical assistance programs on state level. The 
politicians in Congress were particularly worried about the Medicaid program 
in New York. Due to the differences in the cost of living between New York 
City and Upstate New York, the New York Medicaid program had a high 
eligibility level to enable the inclusion of the urban medically indigent. 
However, the New York Medicaid program could cover more than the 
uninsured welfare poor and medically indigent alone. Depending on which 
statistics were used, it had been estimated that between thirty to forty-five 
percent of the New York population would be eligible for Medicaid, including 
many of the working population who were already covered by private, 
employer-based health insurance.63 To many politicians in Congress, the New 
York Medicaid plan was unacceptable, and they wanted to revise Medicaid. 
When the New York Medicaid plan was up for approval by the HEW 
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department in Washington, DC, Wilbur Mills asked Wilbur Cohen to delay 
action in anticipation of legislative changes in the Medicaid law.64 

The New York controversy made Medicaid a hotly debated issue in 
Congress. While the Republicans believed that Medicaid was far too liberal, the 
liberal Democrats, led by Senator Robert Kennedy from New York, opposed 
any cuts in the Medicaid program. On August 22, 1966, Senator Leverett 
Saltonstall, a Republican from Massachusetts, stated that he was amazed by the 
unexpected scope of the Medicaid program, an amazement that was 
undoubtedly shared by many senators. "There was little discussion of title 19, 
which certainly had proved to be the 'sleeper' in the bill. I am certain that no 
one dreamed that within the next 5 years, 'medicaid' ... could come to dwarf 
medicare." Saltonstall objected to the inclusion of medically indigent persons 
between 21 and 65. Senators had been under the impression that Medicaid 
would merely be an extension of Kerr-Mills. Moreover, they had expected that 
the states would be as slow and conservative with Medicaid as they had been 
with Kerr-Mills. Instead, states were handing in comprehensive plans. "Clearly 
this approach goes beyond the kind of program Congress supported in Kerr-
Mills, and which it thought, with some modest increases, it simply would be 
continuing under title 19." If the trend toward comprehensive coverage under 
Medicaid would continue, Senator Saltonstall warned, "we will be embarking 
on a program Congress never intended to promote, one far more revolutionary 
in its impact than medicare itself."65 

Senator Saltonstall's objections were confirmed by a report of the House 
Committee on Ways and Means that stated that many Medicaid plans, and the 
New York plan in particular, went "well beyond what your committee believes 
to have been the intent of the Congress." The committee emphasized that 
Medicaid should be limited to the welfare poor and the medically indigent and 
not provide benefits to "the adult working population of moderate income."66 

While the views of the Republicans and liberal Democrats in Congress were 
clearly defined, the position of the Johnson administration was ambiguous. On 
the one hand, cuts in the Medicaid budget were needed as it became clear that 
the federal spending on Medicaid would exceed the amount that had been 
anticipated. On the other hand, cutting a program before it had been 
established in all states would be a blow to the promise of the Great Society. 
Publicly, President Johnson continued to support the extension of Medicare and 
Medicaid. However, when in December 1966, Charlie Schultze, the director of 
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the Bureau of the Budget, provided President Johnson with his financial 
estimates on the Medicaid program for the coming years, Johnson scribbled as 
answer on the memo: "See how you can cut down Medicaid." 

In September 1967, former Hollywood actor Ronald Reagan, by then 
governor of California, organized a three-day interstate conference in an 
attempt to round up opposition to Medicaid. According to Reagan, Medicaid 
was "sick" and needed to be abolished. However, with the exception of the 
governor of Michigan, George Romney, the eight invited governors, including 
Nelson Rockefeller from New York, refused to attend, as they did not agree 
with Reagan's prerogative.68 At the other end of the political spectrum, liberal 
Democrats, including future presidential candidate Eugene McCarthy, formed 
the Ad Hoc Committee on Title XIX in an effort to stop Congress from cutting 
the funds for the Medicaid program. In a telegram to President Johnson, the 
committee urged Johnson to protect the poor against the intended Medicaid 
cuts. According to the committee, the proposed social security bill "ATTACKS 

THE POOR MAKES A FARCE OF MEDICARE AND IS PUNITIVE TO CHILDREN."61 

The negative image of Medicaid caused by the unexpected increase of 
costs was enhanced by the stories of fraud in the Medicaid program. Both the 
physicians and the patients were accused of cheating the system. Doctors 
allegedly performed unnecessary services and charged for house calls that were 
never made. Patients were believed to take joyrides in ambulances and to 
request extensive gold dental work.70 These stories were - of course - in line 
with the "general" stigmatization of welfare programs and welfare 
beneficiaries, often based on class and racial prejudice. Even though stories 
about fraud in the Medicare program also appeared in the press, they seemed 
far less influential in the process of cutting funds than was the case with the 
Medicaid program. The distinction between Medicare and Medicaid was 
perhaps best summed up by an article in Time magazine: "MEDICARE: 

Expensive & Successful, MEDICAID: Chaotic but Irrevocable." Both programs 
proved to be more expensive than had been anticipated, but only Medicaid was 
perceived as an irrevocable failure. "Medicare can be treated as marked success 
both for the aged treated under it and for the hospitals treating them," as Time 
reported. "Medicaid is suffering from all kinds of inflammatory ills, plus 
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massive financial hemorrhaging, and is headed for drastic surgery before 
Congress quits for Christmas."71 

With the social security amendments of 1967, Congress cut Medicaid 
funds by making the requirements for eligibility more strict. Most important, 
the income of Medicaid beneficiaries could no longer be more than one-third 
higher than the income of a family on welfare, strengthening the ties between 
welfare and Medicaid.72 The Johnson administration claimed to be "very 
disappointed" and feared that the cuts would lead to social unrest, particularly 
in the inner cities.73 Yet, in spite of the social security amendments of 1967, 
rapidly increasing costs continued to plague the Medicaid program. By 1968, 
the costs of Medicaid had exceeded the original 1966 budget estimates by more 
than fifty percent. According to the Johnson administration, it was the "lack of 
experience" with the new Medicaid program that was partially to blame for the 
incorrect calculations. Moreover, while most states had taken a long time to get 
the Kerr-Mills programs started, most states acted quickly on Medicaid, thus 
accelerating the costs. 4 

The increase of Medicaid costs were caused by five major developments. 
First, the number of welfare recipients, particularly those receiving AFDC, rose 
rapidly. As AFDC beneficiaries were automatically eligible for Medicaid, the 
number of Medicaid beneficiaries rose as well. Second, the welfare poor were 
far better informed of the possibilities to receive public assistance than they had 
been before. Third, the increase of Medicaid costs ran parallel to the general 
increase of the costs of medical care. Fourth, the Medicaid programs were 
slowly expanding to include coverage of more comprehensive services. Fifth, as 
Medicare did not cover nursing home care, a large part of the Medicaid budget 
was spent on paying nursing home care for the elderly and disabled poor. 
While cutting funds seemed to be the only solution, the expansion of the 
Medicaid program was out of the question. By 1968, Wilbur Cohen had come 
to realize that the original ideal of including all medically indigent by 1975 had 
to be reconsidered.75 
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GUNS OR BUTTER 

Already in 1965, even before the war in Vietnam had escalated and the 
popularity of President Johnson was dwindling, the Johnson administration 
worried about the public image of the Great Society. Presidential aide Harry 
McPherson told the president that the American public had to be made aware 
of the "magnitude of what the Great Society has accomplished so far." "The 
legislative record is dazzling, but I believe in the minds of the people it is still 
just that: a Washington accomplishment that has not yet been translated into 
reality." Many of the Great Society programs that were enacted, including 
Medicare and Medicaid, seemed to promise more than they could realistically 
offer. McPherson suggested a public tour of federal officials throughout the 
nation, explaining the actual scope of the Great Society to the general public. 
At the same time, McPherson warned, such a public exposure could lead to 
higher expectations than the budget would allow - "raising hopes and then 
crushing them because of budgetary limitations is worse than leaving the public 
in the dark about the new programs." Nevertheless, such a public tour could 
convince the American public that "we are not closing the door on the Great 
Society; we are just muting our welcome to it because of Viet Nam." In April 
1966, when President Johnson was about to sign the Medicare enrollment 
extension bill, Wilbur Cohen gave him similar advice. "You can keep the 
initiative by indicating in your statement that you plan to: increase insurance 
benefits ... improve the medicare program, [and] keep the program up to date. 
... It would also serve notice to Vietnam critics that you intend to pursue you 
Great Society program." 

Even though the war in Vietnam did burden the budget of the Great 
Society, the biggest problem facing Medicare and Medicaid was the rapid 
increase of health care costs. As medical science continued to be advanced, so 
did the expectations of the patients, who received more hospital care than ever 
before. The education of the general public, the growing number of elderly, and 
the expansion of health care facilities, all stimulated the health care costs to 
rise even more. In addition, the expansion of health insurance coverage, both 
private and governmental programs, led to more medical care. The enactment 
of Medicare and Medicaid did not necessarily cause the increase of costs, but 
did enhance the already existing inflationary process, especially in hospital 
care. As a report of the HEW department read: "The rise in hospital daily 
charges was especially sharp in the second half of 1966. In the first six months 
of 1966, hospital daily charges increased 4.5 per cent. In the second half, they 
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rose 11.5 per cent. In contrast, physicians' fees increased 3.8 per cent in the 
first half of 1966 and another 3.8 per cent in the second half."7: 

While to many the influence of Medicare on the increase of hospital care 
costs seemed obvious, the social security policymakers did not believe that the 
enactment of Medicare had been the direct cause of the increase. Instead, as 
Wilbur Cohen argued, the increase was caused by the rising wages of the 
professionals and the "increases in the price of things that hospitals buy." 
Moreover, when Medicare had gone into effect, hospital administrations 
reviewed their "reasonable costs" and "customary charges," and, as Cohen 
believed, increased them more and sooner than they might have done if 
Medicare had not been enacted.79 Whether or not Medicare was the direct 
cause, the rising costs worried the politicians both within and outside the 
Johnson administration. President Johnson told Wilbur Cohen that Wilbur 
Mills of the House Committee on Ways and Means was "all over the ticker" 
because of the escalating health care costs in the Medicare program. Wilbur 
Cohen again blamed the hospitals for "pressing for a liberalization of policies 
which, if adopted, could increase costs substantially beyond what was financed 
in the 1965 Medicare law."80 

Medicare and Medicaid were, however, not the only Great Society 
programs that were burdened by budgetary strains. The escalating war in 
Vietnam had forced the Johnson administration to discuss the issue of "Guns or 
Butter." Could President Johnson continue the war in Vietnam without hurting 
the domestic reform programs at home, including Medicare and Medicaid? The 
popular view was shifting toward a negative answer, stimulated by the 
opponents to the war in Vietnam who used the budgetary problems of the Great 
Society and the increasing urban unrest as anti-war arguments. "Martin Luther 
King has become the crown prince of the Vietniks, and along with the ADA 
[Americans for Democratic Action] blames the war for our failure to remedy 
social ills," as presidential aide Harry McPherson told President Johnson. 
"Though this will not bear scrutiny, it will gain currency the more it is repeated 
by the liberal and civil rights establishments. It is a lot easier to make Vietnam 
the villain than to face (1) the problem of managing the new social programs, 
(2) the apparent failure of Negroes and other minorities to make substantial 
gains, or (3) the reluctance of Congress and the voting public to support new 
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programs, or adequate funds for existing programs."81 McPherson made a valid 
argument. Even though the war in Vietnam did enhance the budgetary 
problems of the Great Society, the programs themselves constituted the core of 
the problem. The fears of the fiscal conservatives who had opposed drastic 
domestic reforms had come true. The Great Society cost much more than 
Congress was willing to spend. 

The increasing social unrest in the inner cities created a frustrating 
dilemma for the Johnson administration. On the one hand, the Great Society 
programs were too expensive and did not seem to succeed in their objectives to 
end poverty and relieve social suffering. One could even argue that the failure 
of the Great Society to provide for the benefits that it seemed to promise, 
contributed to the feelings of dissatisfaction among the urban poor. On the 
other hand, as the Johnson administration believed, only more social programs 
could counter the social unrest in the inner cities. President Johnson saw 
Medicare and Medicaid, among the other social welfare programs, as part of 
the solution to end the urban violence. "I would say jobs, health, education, and 
housing are all contributing to this general dissatisfaction that results in 
violence on occasions, and we have to accelerate our efforts there," as Johnson 
told the press. Nevertheless, he also believed that the Great Society had 
accomplished much already. "We are spending three times as much on health 
today as we were 4 years ago, and the poor are the primary beneficiaries of 
Medicare and Medicaid. They can have their hospital bills paid now. They can 
have their doctors paid now."82 To counter the social unrest in the inner cities, 
the Johnson administration started a pilot project in Washington, DC, in 
cooperation with the National Medical Association (NMA), the African-
American counterpart of the AMA. The health section of the pilot project 
consisted of using federal subsidies to establish community health care centers 
and to promote group practice. The Washington, DC, project was the first of 
more pilot projects in fourteen cities. As far as the president was concerned, 
rapid action was needed. "The quicker the better. Yesterday. It will take 
months. We will survey, explore, consider, collaborate, have criteria and all of 
these gobbledygooks, but if we just hammer enough, it will get done."8 

In the meantime, HEW secretary John Gardner continued to worry about 
the direction the domestic reforms were going. "We can no longer continue the 
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great American tradition of stumbling into the future. Change is too swift, and 
the consequences of change too troublesome," as Gardner told President 
Johnson. "We must look ahead, identify our problems as they emerge, and 
study them systematically. Only thus are we likely to gain command of the 
problems that threaten to overwhelm us."8'1 As Gardner believed, the Johnson 
administration was not doing enough to counter the social unrest. More 
programs were needed to provide for the poor in the inner cities. Then, in 
January 1968, Gardner decided to resign. Rumor had it that Gardner clashed 
with President Johnson over the war in Vietnam, but Gardner's dissatisfaction 
with the domestic reforms seemed a more logical reason for his resignation. As 
chair of the National Urban Coalition, a private antipoverty organization, 
Gardner continued to work on the problem of urban poverty.85 Four months 
later, President Johnson appointed Wilbur Cohen as the new secretary. At 
Cohen's swearing in ceremony, Johnson praised his incremental strategy. "In a 
time when we are hearing so much about power, black power, white power, 
green power, and student power, perhaps someone should do an analysis of 
another kind of power - 'Wilbur Power.' ... It is the power of the patient, 
persistent reformer over the noisy zealot."86 Johnson's praise of Cohen's 
incrementalism came at a time when liberal Democrats became dissatisfied 
with the slow and pragmatic strategy of the social security policymakers. The 
protests and calls for social action that dominated American politics during the 
late 1960s were also reflected in the national health insurance debate. Even 
within the HEW department, voices of opposition to incrementalism could be 
heard. To the younger generation in the department, Wilbur Cohen had become 
to symbolize the "survival of the old system in which important issues are 
evaded and powerful political interests are reconciled."87 

NATIONAL HEALTH INSURANCE OR THE EXTENSION OF MEDICAL CARE 

Whether or not the enactment of Medicare and Medicaid should be seen as a 
step toward national health insurance remained open to debate. The 
construction of the two government health insurance programs both obstructed 
and encouraged their expansion. "Isn't Medicare a 'entering wedge' to a 
broader program of nationwide 'compulsory' insurance coverage of everyone?" 
as Wilbur Mills had asked Wilbur Cohen in 1965. As Cohen remembered, "I 
suggested that if he included some plan to cover the key groups of poor people, 
he would have a possible answer to this criticism. ... Medicaid evolved from 
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this problem and discussion."88 As Cohen had envisioned, Medicaid functioned 
as a buffer against the extension of Medicare. The incremental character of the 
Social Security Act, on the contrary, invited the slow expansion of Medicare 
and Medicaid. Even before Medicare and Medicaid were implemented, the 
Johnson administration was already considering proposals to extend both 
programs. Categories that could be included consisted of disabled workers, 
dependent children of disabled or deceased workers, and the mothers of these 
children.89 Basically, the Johnson administration had three choices: 1) 
changing Medicare into a system of national health insurance, thus also 
covering the uninsured working population between the age of 21 and 65, 2) 
extending Medicare and/or Medicaid to include certain segments of the 
population, such as the blind, disabled, or dependent children, or 3) returning 
to the expansion of medical care. Even though the advocates of national health 
insurance hoped that the Johnson administration would pursue the first 
strategy, a combination of the second and third strategy would be most logical, 
as it was in line with the incremental development of the Social Security Act. 

Throughout the Medicare debate, the AMA had warned that Medicare 
would eventually be extended to include the entire population. In his speech 
"Government Health Care: First the Aged, Then Everyone," the AMA's most 
persuasive speaker Edward Annis stated: "As surely as night follows day, 
enactment of Social Security health care for the aged would bring constant 
political pressure for further expansion. With all covered persons paying a 
higher Social Security tax, but with benefits limited to a particular age group, it 
is not difficult to imagine the inevitable political appeal of expanding both 
benefits and eligibility."90 Even though Annis' speeches were often filled with 
charged rhetoric, his claim that Medicare and Medicaid invited expansion of 
the programs was valid. In fact, Wilbur Cohen had seen the enactment of 
medical vendor payments in 1950, the disability freeze in 1952, disability 
insurance in 1956, and Kerr-Mills in 1960 as stepping stones to Medicare and 
national health insurance. "This sequence of events brought the Federal 
Government into the mainstream of health policy administration," as Cohen 
explained. "I felt we had to get our feet wet in working with hospitals and 
physicians to discover ways and means of resolving problems, rather than 
debating ideology in a vacuum."91 

The politically most attractive program to extend Medicare and Medicaid 
became known as Kiddy Care (sometimes also referred to as Medikid). Wilbur 
Cohen remembered a phone call from presidential aide Jack Valenti that he 
received in the middle of night sometime in 1966. President Johnson was going 
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to sign a bill and wanted "something" that could add "drama" to the occasion. 
Cohen suggested to announce the intention to extend government health 
insurance to children. One hour later Valenti called back, telling Cohen that 
President Johnson thought it "was a great idea" and that he wanted a specific 
program as soon as possible.92 Cohen preferred to add Kiddy Care to Medicare, 
as it would create a balance between the young and the elderly, thereby 
bringing Medicare closer to a program for the entire population. "I'm in favor 
of the salami-slicing approach which is to take one step at a time. It's almost 
impossible to put into effect successfully a program that goes from covering 
twenty million people to two hundred million people," as Cohen explained. 
"It's just too big of a bite at one time to digest without getting yourself into so 
many problems that you can't see the end of it. So Kiddy Care represents to me 
not only an establishment of a new system of priorities by directing our 
attention now to children as against the aged, but at the same time it helps you 
to swing into an evolutionary process where over a course of time you could 
end up with a more comprehensive program than you have today." 

Kiddy Care would become Wilbur Cohen's "pet project." However, the 
eventual draft proposals were far more limited than initially planned. Instead of 
extending the Medicare and Medicaid programs to include comprehensive 
health insurance for all children, Kiddy Care would provide for subsidized 
maternal care, both prenatal and postnatal, and baby care up to the age of 1. By 
limiting the proposal to maternal and baby care, its political chances increased, 
as, in Wilbur Cohen's words, no one could object to a program that enabled 
every child to "be born with the best medical care and have a good start in 
life."94 Even though children were politically the most attractive category to 
include within Medicare health insurance overage, the Johnson administration 
chose to focus on the extension of medical care instead. When, in June 1966, 
Wilbur Cohen was interviewed for the "From the People" television program, 
he repeatedly tried to ignore the question about the extension of Medicare, but 
emphasized the need for more medical care. "It is a matter of producing 
doctors, the dentists and the nurses through our educational institutions to see 
that they are available," as Wilbur Cohen explained. "All the money in the 

92 Interview with Wilbur Cohen by James E. Sargent, 17 August 1974, Columbia 
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world will not produce a doctor if you don't have a medical school and a 
faculty that will train the doctor."95 

The return to promoting the extension of medical care over the extension 
of health insurance coverage was a logical step. As a matter of fact, the federal 
government had never retreated from subsidizing the extension of medical 
care. In addition to Medicare and Medicaid, a large number of medical bills 
had been signed by President Johnson, including the Nurses Training Act of 
1964, the Health Research Act of 1965, the Health Personnel Training Act of 
1966, and the Comprehensive Health Planning and Service Act of 1966. 
Moreover, the Medicare bill itself included - similar to the Social Security Act 
of 1935 - measures to extend public health services. The Johnson 
administration placed a strong emphasis on improving "the quality and lower 
the cost of medical services for all Americans" by training more physicians and 
medical personnel and by constructing new hospitals and community health 
centers.96 In a letter to HEW secretary Gardner, which was released to the 
press, President Johnson called for "a partnership in health with the states and 
communities," which predominantly meant more federal programs to subsidize 
the extension of medical care.97 As far as Johnson's political opponents were 
concerned, the president's request for more money to subsidize medical care 
was just another attempt to increase the funding of the already expensive Great 
Society. President Johnson disagreed. As he told Congress on February 28, 
1967, "I do not recommend more of the same - but more that is better." That 
same day, he repeated the comment on national television. 

Even though the extension of health insurance coverage under Medicare 
and Medicaid had become less important than the extension of medical care, 
the Johnson administration continued to propose Medicare coverage for the 
disabled.99 The inclusion of the disabled made perfect sense. Most of them 
already received social security and disability insurance benefits. Moreover, as 
non-working citizens, they were not covered by private, employer-based health 
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insurance. However, plans to include other categories, such as the uninsured, 
able-bodied workers between the age of 21 and 65, were no longer seriously 
considered. Instead, the Johnson administration promoted the extension of 
private health insurance. Speaking before the National Conference on Private 
Health Insurance, Wilbur Cohen stated that at least ninety percent of the health 
care costs should be covered by both private and government health insurance. 
Cohen used the old argument of the social security policymakers by suggesting 
that Medicare and Medicaid had been enacted as an attempt to avoid the 
establishment of a system of national health insurance. If the combination of 
both government and private, employer-based health insurance programs 
succeeded in providing (almost) universal coverage for the entire population, 
the American form of national health insurance would prevail. However, as 
Wilbur Cohen warned, "If we do not find a way to increase private health 
insurance protection, there will be a gap which the public will want medicare 
or medicaid to fill."100 

As the Johnson administration placed the strongest emphasis on the 
extension of medical care, while merely proposing small extensions of 
Medicare and Medicaid, the issue of health insurance coverage disappeared 
from the political agenda. Quoting the National Advisory Commission on 
Health Manpower, HEW secretary John Gardner reported: "The overall 
national policy that good medical care should be available to all citizens is 
being implemented through a jumble of disparate, competitive programs that 
threaten to envelop the health care system in an administrative morass." 
However, instead of extending health insurance coverage under Medicare and 
Medicaid, Gardner suggested to make the existing programs more "efficient" 
and to increase the subsidizing of the delivery of medical care and medical 
facilities.101 As has been discussed earlier on in this chapter, the social security 
amendments of 1967 closed the door for achieving universal coverage by 
extending Medicaid to include the uninsured working population between the 
age of 21 and 65. When President Johnson signed the social security 
amendments, a mood of disappointment prevailed. In his statement, Johnson 
admitted that welfare in America was "outmoded and in need of a major 
change." The Great Society seemed to have failed. "The welfare system today 
pleases no one," Johnson stated. "It is criticized by liberals and conservatives, 
by the poor and by the wealthy, by social workers and politicians, by whites and 
by Negroes in every area of the Nation." Congress had taken over control of the 
Great Society. According to Johnson, Congress ignored his recommendations 
and merely enacted "severe restrictions" instead, endangering the position of 
the welfare poor. To control the damage as much as possible, President 
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Johnson announced that the administration would work together with the 
governments of the individual states "so that compassionate safeguards are 
established to protect deserving mothers and needy children."102 

By then, the advocates of a single national health insurance program had 
become disillusioned by the incremental strategy of the Johnson administration. 
The advocates wanted universal health insurance for the entire population, not 
merely for the elderly and a few underprivileged children. Public opinion 
seemed to be on the advocates' side. According to a 1967 poll by Louis Harris, 
a majority of the American public favored the expansion of Medicare to include 
the entire population.103 The revived movement for national health insurance 
was led by Walter Reuther, president of the United Auto Workers. In 1968, he 
established the Committee of One Hundred for National Health Insurance, 
which included prominent national health insurance advocates such as LS. 
Falk, Mary Lasker, and Nelson Cruikshank. Another prominent member was, 
in the words of AMA's Edward Annis, Walter Reuther's "most faithful rubber 
stamp in Congress, Senator Edward Kennedy, who professed to be deeply 
concerned for the health of Americans."104 For the first time in twenty years, 
the movement for national health insurance was again focused on providing 
universal coverage for the entire population. No longer willing to wait for the 
next small incremental steps as promoted by pragmatics such as Wilbur Cohen, 
the advocates designed national health insurance plans that eventually would 
lead to the Kennedy and Griffiths proposals of the early 1970s.105 

At the end of 1968, after the Republican presidential candidate Richard 
Nixon had been elected, HEW secretary Wilbur Cohen presented his final 
report to President Johnson, summing up the accomplishments of the HEW 
department between 1963 and 1968. Ironically, both the success and failure of 
the Medicare program were expressed by its high costs. Cohen proudly 
announced that, since July 1966, 59.9 million bills had been paid, amounting 
to $5.7 billion for inpatient hospital care, $2.1 billion for physician and other 
medical services, and $420 million for extended care. Even though he realized 
that the increasing health care costs remained a problem, Cohen's solution was 
more and more programs. "Seeds for future improvements in health, education, 
and welfare are contained in the legislative accomplishments of the past five 
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years. The vision of a better society inspired these legislative enactments, and 
must inspire future legislative proposals," Wilbur Cohen concluded. "America 
must dream big dreams, set high goals, and work to achieve them if our 
commitment to human well being is to be honored."106 

By then, of course, Cohen was a lame duck HEW secretary, working 
within the lame duck Johnson administration. The goals described in the report 
were set unrealistically high. Nevertheless, Cohen did not use the opportunity 
to propose a system of national health insurance. The goal for 1976 was the 
same old story: "Comprehensive health insurance (private and public) 
combined with the availability of high quality medical service for all 
Americans." Again, Cohen envisioned an American form of national health 
insurance by extending Medicare and Medicaid to include the uninsured 
population, but also with a stronger emphasis on the extension of medical 
care.107 Lyndon Johnson shared Cohen's view of the need for legislative action. 
In his "first major statement since leaving the White House," he called the 
enactment of Medicare and Medicaid "gratifying," but he added that "no 
American with a conscience can escape being haunted by an awareness of the 
distance yet to go. The nation that trained the surgeon who made the first heart 
transplant, whose scientists have practically created life in a test tube, and that 
has wiped out polio has still not assured the right of good health to all its 
people."108 The rhetoric of "more, more, more" had not changed, but without 
the liberal Democrats in the White House, the expansion of Medicare and 
Medicaid toward universal coverage seemed unlikely. With the departure of the 
Johnson administration, the strategy of incrementalism came to an end. 

CONCLUSION 

Immediately after Medicare and Medicaid had been enacted, the advocates of 
national health insurance perceived it as a victorious sign that national health 
insurance could be enacted in the near future. "The door was open to possible 
extensions of health insurance to other segments of the population," as 
Rosemary Stevens has stated. "The passage of Medicare marked a new era."109 

The strategy of incrementalism, which basically had begun with the enactment 
of the Social Security Act of 1935, seemed to be working. While attempts to 
establish a national health insurance program for the entire population had 
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failed in the 1940s, the incremental extension toward national health insurance 
through relatively small but significant steps had succeeded: vendor payments 
in 1950, the disability freeze in 1952, disability insurance in 1956, Kerr-Mills 
in 1960, and Medicare and Medicaid in 1965. 

Even though the social security policymakers, particularly Wilbur Cohen, 
continued to publicly state that Medicare was not a step toward a national 
health insurance program, the intention was to eventually include the entire 
uninsured population within the government health insurance system. Cohen 
did not favor a single-payer system, meaning that the government would be the 
only third party in medical care. He strongly believed in a combination of 
private, employer-based health insurance and government health insurance, a 
preference undoubtedly shared by President Johnson. In an attempt to maintain 
the coverage of the government health insurance program as limited as 
possible, Cohen encouraged the private health insurance industry to keep 
private health insurance affordable. However, universal coverage continued to 
be the ultimate goal. 

Medicare and Medicaid could only succeed if consensus could be reached 
between the government, the medical profession, the hospitals, and the private 
health insurance industry. Even though the relationship between the social 
security policymakers and the AMA had been based on conflict, Wilbur Cohen 
and the AMA both successfully tried to maintain a cordial relationship. The 
effective way to strengthen consensus was the establishment of the Health 
Insurance Benefits Advisory Council. The different interest groups also 
effectively worked together to monitor the implementation process of Medicare, 
including the desegregation of Southern hospitals. 

The ideal picture of Wilbur Cohen's universal health insurance system 
began to crumble when the implementation of the Medicaid program proved to 
be problematic. In Congress, complaints were heard about the costs of the 
program. Medicaid turned out to be the "sleeper" of the government health 
insurance programs. As the debates in Congress had always been focused on 
Medicare, only a few people, including Cohen, had fully realized the 
importance of Medicaid. Particularly the proposed comprehensive Medicaid 
program of New York caused panic in Congress. Drastic cuts were 
recommended. The social security amendments of 1967 can be seen as a turn 
around in the Medicare / Medicaid debate. Instead of discussing the extension 
of the program, cutting the program became the dominant issue. 

The end of Medicare incrementalism cannot be discussed without taking 
in account that the American political scene was going through a dramatic 
change. The war in Vietnam, the student protests, and the social unrest in the 
inner cities, all contributed to the loss of faith in incrementalism. However, the 
changing times merely made the strategies of the social security policymakers 
outmoded and old-fashioned. In times of conflict, consensus was by definition 
considered to be a compromise. However, even though the end of Medicare 
incrementalism did fit within the mood of the times, the conflict was within the 
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system itself. Part of the problem was the continuing distinction between social 
insurance and public assistance. To include the entire uninsured population 
within Medicare and Medicaid, the segment of the uninsured but working 
population between the age of 21 and 65 had to be become eligible for 
Medicaid. The inclusion of the non-poor within a public assistance program 
proved to be impossible. Instead of a national health insurance program 
targeted at the working population of moderate income, as had been the 
tradition in other western industrialized nations, the American system was 
based on categories that were associated with public welfare: the elderly, the 
disabled, and families on welfare. 

Over the years, Medicare and Medicaid have been criticized from both the 
conservative and the progressive side of the political spectrum. Instead of the 
solution to the problem of inadequate access to medical care due to financial 
inability, Medicare and Medicaid are now perceived as part of the problem of 
the continuously rising health care costs. The main beneficiary of government 
health insurance appears to be the health care providers. In addition, more and 
more advocates of national health insurance believed that Medicare was not a 
step toward but instead a substitute for national health insurance. In the 
meantime, the American elderly have grown accustomed to their Medicare. 
Subsequently, the elderly became reluctant to support national health insurance 
out of the fear that such a program would undermine their Medicare benefits. 
In spite of the criticism by professionals, Medicare and Medicaid continued to 
be popular among the general public, which was recognized by the populist 
politician Ross Perot in 1996. Known as an anti-federal politician, Ross Perot's 
praise of Medicare and Medicaid is a telling example of the popular support. 
"Programs such as Medicare and Medicaid prove that the federal government 
can make a meaningful difference in improving our society," as Ross Perot 
writes in his book Intensive Care: We Must Save Medicare and Medicaid Now. 
"Even though their costs are growing too fast, the programs serve a very 
important function in our society."110 
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CONCLUSION: THE PROMISE OF INCREMENTALISM 

In 1994, speaking at the American Legion Annual Conference, first lady 
Hillary Rodham Clinton asked a familiar question. "How can we, as the richest 
country in the world, be the only one of our industrialized competitors who has 
not figured out how to provide health care to every one of its citizens?"1 In 
other words, why did America never enact a government health insurance 
program that could achieve universal coverage? The absence of such a 
comprehensive national health insurance program on federal level in the 
United States of America is often perceived as an example of American 
exceptionalism. All other western welfare states have enacted some form of 
national health insurance, thus making the United States an exception to the 
rule. As Martin Seymour Lipset has stated in his study on American 
exceptionalism, "Alone in the developed world, [the United States of America] 
has not moved toward comprehensive health care under the sponsorship of the 
government."2 Subsequently, scholars have questioned which factors make the 
American experience exceptional. Answers are found in the American political 
system, the relatively slow formation of a centralized state, the relatively weak 
American labor movement, and cultural values such as individualism, self-
reliance, and anti-statism. In addition, the long history of opposition to national 
health insurance by the American Medical Association (AMA) is often pointed 
out as a decisive factor in the outcome of American health care policy. 

The assumption that the United States has not moved toward some form 
of "comprehensive health care under the sponsorship of the government" 
cannot be sustained. Even though a universal national health insurance 
program was never established, meaning a government program that 
guarantees coverage to all citizens, the federal government has had a strong 
influence on American health care policy and is, perhaps most important, its 
largest single sponsor. The American federal government has been influential 
in the decision to support the extension of medical care over the extension of 
health insurance coverage. In addition, limited national health insurance 
programs - Medicare and Medicaid - were established to provide coverage for 
the elderly and the welfare poor. 

The rhetoric of American exceptionalism has played an important, yet not 
a decisive part in the debate on national health insurance. American health 
policy cannot be explained by cultural values as individualism and self-reliance 
alone. Even though the rhetorical content of the national health insurance 
debate in the United States is without a doubt exceptionally American, that 
does not mean that the outcome of the debate is exceptionally American as 

1 Claire G. Osborne (editor), The Unique Voice of Hillary Rodham Clinton: A 
Portrait in Her Own Voice (New York: Avon Books, 1997), 155. 

2 Seymour Martin Lipset, American Exceptionalism: A Double-Edged Sword (New 
York: W.W. Norton & Company, 1996), 27. 



214 ... And the Pursuit of National Health 

well. American exceptionalism should be perceived as an influence rather than 
an explanation of the health insurance system in the United States. Instead of 
questioning a vacancy, we should study the policy that has been enacted. More 
important, an American form of national health insurance does exist, even if it 
does not guarantee universal coverage. The American system is based on 
private, employer-based health insurance for the working population and 
government health insurance for non-working groups such as the elderly, the 
disabled, and the welfare poor. Such a combination of private and government 
health insurance is not exceptionally American, as other western welfare states 
have also combined private health insurance with government programs. 

In this study, I have examined the incremental development of 
government health insurance in the United States of America. During two 
decisive moments in the history of American health care policy, the social 
security policymakers and the responsible politicians made important decisions 
that shaped the future of health insurance in the United States. The first 
moment occurred during the formation of the Social Security Act in 1935. As 
the Social Security Act is the foundation of the American welfare state on 
federal level, the exclusion of national health insurance had dire consequences. 
In addition, a growing consensus supporting the preference for the extension of 
medical care undermined the movement for a national health insurance 
program. The second moment occurred around 1951 when the social security 
policymakers reluctantly agreed to shift the focus from a health insurance 
program for the working population to a program of hospital insurance for the 
elderly. Based on the incremental character of the social security program, the 
policymakers believed that universal coverage would eventually be achieved. 
These two moments are crucial in the history of national health insurance in 
the United States, as they introduced and reinforced the patchwork character of 
the American system of health care. 

THE AMERICAN IDEOLOGY AND THE EUROPEAN EXPERIENCE 

Compared to other western welfare states, the national health insurance debate 
in the United States took place on a far more ideological level. As Richard 
Hofstadter has stated, "It has been our fate as a nation not to have ideologies, 
but to be one."3 In other words, America does not have ideologies, but is an 
ideology in itself. While other western nations are based on a common history, 
the American nation is based on Americanism, an -ism in a similar way as 
socialism is an ideology. In the case of national health insurance, both the 

Hofstadter's statement is often quoted, including in Hans Kohn, American 
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1957), 13; Samuel P. Huntington, American Politics: The Promise of Disharmony 
(Cambridge, Massachusetts: Belknap Press, 1981), 25; Lipset, American 
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opponents and the advocates have tried to place their particular objective 
within this American ideology. Sacvan Bercovitch points out that the presence 
of such an American ideology also makes America seemingly without any 
ideology. "Having precluded alternative systems, the American Way became 
simply the common-sense way to get things done. Socialism was an ideology; 
Americanism was the way of reason and nature."4 This enables the 
contradiction that opponents and advocates of national health insurance both 
were able to claim that their objective was the true American Way. 

Throughout the first three decades of the century, the European 
experience (the experience in Germany in particular) with national health 
insurance was perceived as a model to be followed for American health 
insurance. Subsequently, the social security policymakers focused on targeting 
the lower-income working population in the industrial areas. The social security 
policymakers realized and emphasized that America was the exception. "Nearly 
every large and industrial country of the world except the United States has applied 
the principle of insurance to the economic risks of health care," reads the Report to 
the President, published by the Committee on Economic Security in 1935.5 Even 
after, in 1951, the focus shifted from national health insurance for the American 
workers to hospital insurance for the elderly, the exceptional position of the United 
States continued to be emphasized. As President John F. Kennedy exclaimed at the 
Medicare rally in Madison Square Garden: "We are behind every country, pretty 
nearly, in Europe, in this matter of medical care of our citizens." More recently, 
President Bill Clinton reminded the public that "the United States is the only 
advanced country in the world without a national health-care plan." 

The opponents to national health insurance used the European experience to 
denounce such a program as an un-American menace to the public health. After the 
Russian Revolution of 1917 and the American involvement in World War I, 
national health insurance was easily perceived as a tool of totalitarian regimes to 
control the population. Opponents of national health insurance cited a statement 
allegedly made by the Russian political leader Lenin: "Compulsory Medicine is the 
keystone to the arch of Socialism."7 After the establishment of the British National 
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Health Service in 1948, Great Britain became the most common comparison. 
Whether or not the European systems were realistically represented did not matter. 
More important was the perception of the European welfare states in American eyes. 
The European welfare states and later Canada functioned as "mirror countries" -
an image in the negative, an image of what America was not. "When a British 
Government agency is called upon to defend the British National Health 
Service it does so not in order to sell the service to other countries; but only to 
correct misrepresentations deliberately put about," as the British Information 
Services in the United States announced in 1962. Although the agency did not 
want to get involved in the American Medicare debate, it could not let the 
AMA's misrepresentation of the British National Health Service be 
unanswered. "No one quarrels with ... objective studies: but falsehoods and 
half-truths about 'NHS' are sometimes spread abroad by people who are 
campaigning against any governmental intervention in the medical and 
hospital services of their own countries."8 

While the opponents to national health insurance could easily point at 
Europe to claim that national health insurance was un-American, the social 
security policymakers faced a dilemma. On the one hand, they referred to 
Europe to point out that the United States of America was the exception to the 
rule and could not continue to stay behind. On the other, to counter the claims 
of un-Americanism, they needed to show that the American form of national 
health insurance was uniquely American. The social security policymakers did 
so by stressing that the social insurance principle was the American solution to 
economic insecurity. Even though most European systems were also based on 
social insurance, the argument was effective as it emphasized that the 
American workers would earn their right to protection, instead of merely 
receiving handouts. The same could be said for national health insurance. 
Preparing a speech for President Franklin D. Roosevelt, LS. Falk wrote the 
following draft: 

Now, our opponents tell us it's bad for the American people to have socialized 
medicine. Sure, they say, people need to be insured against medical and hospital 
costs. But do it through voluntary insurance, not through compulsory insurance. 
Voluntary insurance, they tell you is the American way; compulsory insurance, 
they tell you is the socialist way. Old-age survivors insurance is compulsory 
insurance. Unemployment insurance is compulsory insurance. And both are 
"Americanism," and don't let anybody get away with anything that contradicts it.9 
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After the shift of focus from national health insurance for the working 
population to hospital insurance for the elderly, the social security 
policymakers emphasized that the shift made the program more American. 
Although they continued to favor universal coverage, the difference with other 
western welfare states needed to be stressed. In 1962, social security 
commissioner Robert Ball told Senator Clinton P. Anderson, one of Medicare's 
co-sponsors, that a study of foreign national health insurance systems would be 
unwise, as it could lead to charges that "we are trying to import foreign health 
systems." As Anderson was told by his assistant, "From a political standpoint, 
[Robert Ball] feels that the best thing to do is continue to say that the 
Administration seeks to relieve a special problem for a special segment of the 
population and this bears no resemblance to plans of other countries where 
comprehensive care for the entire population is generally the rule."10 

One cannot conclude, however, that the opponents to national health 
insurance could more easily use the arguments of Americanism than the 
advocates could. As Max Skidmore's analysis of the Medicare debates in 
Congress shows, an argument could be used both ways. Throughout the public 
national health insurance debate, the AMA had used the term "socialized 
medicine" to denounce Medicare as a socialist measure. Interestingly enough, 
during the debates in Congress, the advocates of Medicare used the term 
"socialized medicine" more often than the opponents did, in an attempt to show 
that Medicare was everything but "socialized medicine."" In fact, throughout 
the national health insurance debate, opponents and advocates have used the 
same American values of individual freedom and self-reliance to strengthen 
their argument. While the opponents argued that national health insurance 
would take the individual freedom away and increase the American worker's 
dependency, the advocates argued that national health insurance could 
guarantee the freedom of the individual and secure independence. In essence, 
the arguments of the opponents were not more or less "American" than the 
arguments of the advocates. They shared the emphasis on ail-American high-
quality personal health care opposed to the assumed low-quality public health 
care in the rest of the world. 

THE EXTENSION OF MEDICAL CARE 

One of the most important roles in American health care policy have been 
played by lay reformers and social security policymakers, a group of 
intellectuals and professionals who have dominated the American national 
health insurance debate throughout the century. From the 1915 model bill of 

10 Howard Bray to Clinton P. Anderson, 26 July 1962, Anderson Papers, box 1102, 
Library of Congress, Manuscript Division. 

11 Skidmore, Medicare and the American Rlietoric of Reconciliation, Chapter VI, 
147-167. 
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the American Association for Labor Legislation, describing a health insurance 
program on state level, up to the enactment of Medicare and Medicaid in 1965, 
a close-knit group of social security experts had been working together to study 
national health insurance and design policy. These experts believed that the 
issue of national health insurance was a scientific one. Before the New Deal, 
the experts had studied national health insurance on state level, paid by private 
research foundations such as the Rosenwald Fund and the Milbank Memorial 
Fund. Their efforts were combined in the five-year studies by the Committee on 
the Costs of Medical Care. Although they made policy suggestions, their work 
was limited to studying the issue of national health insurance. With the election 
of President Franklin D. Roosevelt in 1932, the experts came to Washington, 
DC, and were able to design policy on federal level. When in 1935 the Social 
Security Board was established, the social security policymakers, including 
Arthur Altmeyer, LS. Falk, and Wilbur Cohen, were able to actively promote 
the extension of the social security system on a seemingly nonpartisan, 
objective, and scientific basis. 

American social policy has been based on incrementalism, which can be 
defined as a step-by-step strategy of building upon already existing programs. 
When the Social Security Act was created in 1935, existing social programs on 
state level were incorporated within the system. Although the policymakers had 
emphasized the American character of social insurance, the Social Security Act 
also included programs based on public assistance. The distinction between 
social insurance and public assistance is important. While social insurance 
programs provide protection to prevent economic insecurity, public assistance 
programs provide protection at the time when one is already economic 
insecure. The early American "maternalist" welfare state (which differed by 
individual state) was predominantly based on public assistance programs. In 
principle, public assistance was only given to the "deserving poor," such as the 
elderly, widows, and children. The Social Security Act introduced the 
"paternalist" welfare state in America, providing benefits as a right. In the case 
of old-age pensions, the social security beneficiaries would earn their right by 
contributing into the system during their working years. Ideally, as the social 
security policymakers believed, social insurance would eventually replace 
public assistance. 

The exclusion of national health insurance from the Social Security Act 
has often been explained as the result of the opposition by the American 
Medical Association (AMA). Afraid to jeopardize the entire Social Security 
Act, the Roosevelt administration decided to exclude national health insurance 
in an attempt to silence the opposition. Although the AMA's opposition did 
undermine the position of national health insurance in the studies of the 
Committee of Economic Security, it can be questioned if the AMA's role was 
decisive in President Roosevelt's decision to exclude national health insurance. 
From the start, Roosevelt had favored unemployment insurance and old-age 
pensions, though he supported national health insurance in principle. Not 
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intimidated by the AMA's pressures, Roosevelt was far more worried about the 
growing opposition to the New Deal in Congress. Whether or not national 
health insurance was included, the Social Security Act would be controversial. 
Moreover, neither business nor the labor movement actively supported national 
health insurance. There were no pressing reasons for President Roosevelt to go 
beyond unemployment insurance, old-age pensions, and public assistance 
programs. In addition, the incremental character of the Social Security Act 
enabled the inclusion of national health insurance in the future, a possibility 
that was studied by the Social Security Board. 

One of the biggest obstacles for national health insurance in the United 
States of America was the lack of medical facilities, particularly in the rural 
areas of the poorer states. Why introduce a system of health insurance when no 
adequate medical care could be provided? Moreover, similar to the other social 
security programs, a national health insurance system could more effectively be 
introduced in industrial rather than agricultural states. National health 
insurance would aggravate the social inequalities between the Northern and 
Southern states. Even though the social security policymakers believed that the 
extension of medical care should complement national health insurance, to 
many politicians the extension of medical care provided an alternative. This 
perspective received support from medical specialists working in hospitals and 
medical schools. While the AMA was unwilling to cooperate with the federal 
government, the American Hospital Association worked together with the 
Public Health Service in the extension of medical care. Subsequently, proposals 
for national health insurance failed in Congress, while federal programs to 
subsidize medical research and construct hospitals were enacted. 

Throughout the 1930s and 1940s, omnibus bills including national health 
insurance (the Wagner bill of 1939 and the Wagner-Murray-Dingell bills of the 
1940s) were introduced in Congress, but they never received the full support of 
President Roosevelt. In spite of the lack of presidential support, the social 
security policymakers worked together with the labor movement in the 
designing of the national health insurance proposals. The exclusion of national 
health insurance from the Social Security Act had paved the way for private 
insurance, an industry that greatly expanded during the 1940s and 1950s. 
Through collective bargaining, the industrial labor unions were able to obtain 
health insurance benefits for their members, encouraged by the wartime policy 
of the War Labor Board and the Internal Revenue Service, making employer-
based health insurance dominant in American health care. The social security 
policymakers had envisioned a national health insurance system which was in 
principle intended to cover the working-class population, but in which the 
coverage of the elderly, the unemployed, and the poor could easily be included. 
Under private insurance, however, universal access could not be guaranteed. 

Even though the Wagner-Murray-Dingell bills had no chance of getting 
through Congress, the AMA actively and publicly opposed national health 
insurance. President Harry S. Truman openly fought the AMA, especially 



220 ... And the Pursuit of National Health 

during the campaigns for congressional and presidential elections. According to 
Truman, the "medical lobby" was "a reactionary faction within that tightly held 
national leadership of the American Medical Association." As the president stated: 
"The lobby is not the great bulk of the devoted doctors in this country, though it 
plays freely on their fears and extorts its money out of them. The lobby is, in reality, 
just a few men and an advertising agency."12 In spite of the rhetoric, neither 
President Roosevelt nor President Truman actively supported national health 
insurance once legislation was introduced in Congress. Part of this reluctance was 
based on the inactive role of Congress. As long as the chances for legislative action 
in Congress remained slim, the presidents remained reluctant. 

Even though the social security policymakers did not always agree on the 
strategy to be pursued, they did share the ultimate goal of universal coverage. 
Whether or not through a program of national health insurance, the social 
security policymakers believed that eventually health insurance coverage for all 
Americans would be a reality. Histories of American health care policy have 
suggested that the move toward hospital insurance for the elderly had been the 
result of the AMA's opposition. This view was shared by the social security 
policymakers. According to Wilbur Cohen, the change of strategy was "very 
Hegelian." As he explained, "The state and federal proposals for compulsory 
health insurance were the thesis, the AMA's violent opposition was the 
antithesis, and Medicare is the synthesis."13 

HOSPITAL INSURANCE FOR THE ELDERLY 

When in 1951 the federal security administrator Oscar Ewing suggested to 
design a hospital insurance for the elderly program, the social security 
policymakers were not enthusiastic. Limiting the program to hospital care 
alone had unsuccessfully been tried in the early 1940s. However, Ewing's 
persistence, with the support of President Harry S. Truman, led to a proposal 
that was introduced in Congress, though without receiving much attention. By 
then, the social security policymakers realized that a government hospital 
insurance for the elderly made sense. Although this change of strategy was 
prompted by the continuous political failure of the Wagner-Murray-Dingell 
bills and President Truman's National Health Plan, other developments proved 
to be decisive. By 1950, the social security system was fully accepted by the 
American public and gained bipartisan support. Adding a health insurance 
program to the system had become more logical, as more and more Americans 
were covered by the system. In addition, the success of private, employer-based 

12 Harry S. Truman, "Address at the Palace Hotel in San Francisco," 4 October 1952, 
Public Papers, 701-706. 

13 As quoted in Richard Harris, A Sacred Trust: The Story of Organized Medicine's 
Multi-Million Dollar Fight Against Public Health Legislation (New York: Penguin 
Books, 1969), 55. 
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health insurance decreased the need for government national health insurance 
targeted at the working population. Subsequently, the federal government 
targeted its health insurance programs at those groups of the population which 
were the least likely to be insured, namely the elderly, the unemployed, and the 
welfare poor. In this way, the problem of inadequate access to medical care was 
no longer a collective social problem, but instead a minority social problem, 
merely (directly) affecting the low-income marginalized groups in society. 

One of the most attractive elements of the new program was its scope; 
hospital insurance for the elderly would be easier to implement. Moreover, 
politicians weary of a grand government health insurance scheme could be 
more willing to accept a relatively small program. Starting with a small group 
of the population is not exceptionally American in itself. The national health 
insurance programs in most other western welfare states started with a small 
group of the population as well. However, while the programs in other western 
welfare states were targeted at the male, lower-income, industrial workers, the 
American program was targeted at the retired workers. In addition, the elderly 
as group were more ideologically acceptable, as they were "deserving" by 
definition. Although the hospital insurance for the elderly program, that would 
later become known as Medicare, was based on the social insurance principle, 
it shared the character of the public assistance programs of only providing 
benefits to those who were no longer "able-bodied" to work. 

The election of President Dwight Eisenhower led to the undermining of 
the power of the social security policymakers to extend the social security 
program. Arthur Altmeyer and LS. Falk were forced to resign, while Wilbur 
Cohen was demoted. Even though the drive for Medicare had come to a hold, 
important steps toward a government program were made: the inclusion of 
federal public assistance for medical care in 1950, the inclusion of the 
disability freeze in 1952, and the enactment of disability insurance in 1956. 
The incremental character of the Social Security Act was working in favor of 
national health insurance. Step-by-step, programs that dealt with medical 
issues were included within the social security system. By 1957, after disability 
insurance had been enacted and Wilbur Cohen had left the federal service to 
become a university professor and independent social security advisor, the time 
had come to take on hospital insurance for the elderly again. 

The enactment of the Kerr-Mills program of 1960, signed into law by 
President Eisenhower, should also been seen as part of the strategy of 
incrementalism. Even though the advocates of Medicare perceived the joint 
federal-state public assistance program for the medically needy elderly as an 
empty promise, social security policymaker Wilbur Cohen had supported (and 
partially designed) the program. Realizing that the American system was still 
based on a combination of social insurance and public assistance, Cohen knew 
that the eventual enactment of Medicare would still leave many Americans 
uninsured. Establishing a public assistance program for the medically needy, 
even if it only provided coverage for the elderly poor, was a step toward a 
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general medical public assistance program. In addition, negative experiences 
with Kerr-Mills could add credibility to the need for Medicare. 

To promote Medicare, the advocates presented the image of an average 
American elderly couple, enjoying their well-deserved retirement after a long 
life of working hard. Then one of them became ill and needed to be 
hospitalized. As their life-long savings were not sufficient to cover the medical 
bills, the elderly couple became dependent on their grown children, thereby 
jeopardizing the college education of their grandchildren. Medicare could 
correct this injustice. Instead of undermining the freedom of the American 
elderly, Medicare would enable them to remain self-reliant. They would no 
longer need to be dependent on the generosity of their children or on the 
charity of the state. With Medicare, all Americans could grow old with dignity 
and in freedom. 

While the election of President Eisenhower had undermined the power of 
the social security policymakers, the election of President John F. Kennedy led 
to the triumphant return of Wilbur Cohen to the center of federal 
policymaking. Kennedy had turned Medicare into an important campaign 
issue, though, once in office, his interest in Medicare decreased. Even though 
the Kennedy administration continuously suggested that the AMA's opposition 
obstructed the enactment of Medicare, the real obstruction took place in 
Congress. Especially the House Committee on Ways and Means, chaired by 
Wilbur Mills, proved to be a large obstacle. The Kennedy administration was 
divided on which strategy to pursue: either trying to negotiate with Mills, or 
starting a big rallying campaign to promote a grass roots movement in favor of 
Medicare. The two strategies turned out to complement each other. While 
public support for Medicare was growing, Wilbur Cohen was increasing the 
pressure on the House Committee on Ways and Means. However, a clear 
political mandate for Medicare did not exist until the elections of 1964. Pushed 
by President Lyndon B. Johnson himself, Medicare was added to the Social 
Security Act in 1965, consisting of a compulsory hospital insurance program 
and a voluntary insurance program covering physicians' services. In addition, 
the Kerr-Mills program was replaced by Medicaid, a joint federal-state medical 
public assistance program for the welfare poor. 

In the end, Medicare proved to be a truly "American" program. Even 
though Medicare was a government program, in practice the federal 
government merely financed privately administrated health insurance. The 
hospital administrations and the insurance organizations (in most cases the 
nonprofit, provider-controlled Blue Cross for hospital insurance and Blue 
Shield for physicians' services) maintained their professional autonomy in the 
execution of the program, including the power to determine the level of 
remuneration. Initially both the American Hospital Association and Blue 
Cross/Blue Shield had been reluctant to support Medicare. Especially Blue 
Cross and Blue Shield preferred the private market to government intervention. 
As the National Association of Blue Shield Plans had argued in 1964, the 
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maintenance of the private market within the health care system made 
American health care uniquely American: 

Blue Shield and Blue Cross have brought the economy of medicine into line with 
our free economy by adapting to medicine the consumer credit mechanisms that 
have made possible our unequalled standard of living in America. Blue Shield 
and Blue Cross have no exact counterparts anywhere else in the world. The 
movement is in fact tire envy of physicians and hospital administrators in many 
parts of the free world where daily these people must contend with the whims and 
exigencies of political overlords. A uniquely American contribution to social 
engineering, [it] is not too much to say that Blue Shield and Blue Cross have 
become one of America's best hopes for the future of her free society.14 

By giving in to the demands of the AHA and Blue Cross/Blue Shield, 
organizations controlled by the providers of medical care, the federal 
government maintained an American tradition of having private organizations 
executing a public program, thereby limiting the role of the state to the 
subsidizer of a privately-run industry. 

In an attempt to explain the absence of a national health insurance 
program in the United States, scholars have emphasized, among other 
explanations, the relatively weak labor movement, at least in the comparison to 
other western industrialized nations. Such an explanation implies that in 
general a strong labor movement would automatically lead to national health 
insurance, and that if the American labor movement had been stronger, the 
implementation of a national health insurance program would have been more 
feasible. However, the American labor movement has played an important role 
in American health care policy. First, through collective bargaining, the labor 
unions were decisive in the establishment of private, employer-based health 
insurance. Second, the labor union AFL-CIO was actively involved the de 
drafting of the Medicare bill and was also responsible for organizing the 
National Council of Senior Citizens, the "grass roots" movement for Medicare. 
The eventual success of Medicare suggest that the labor movement did not 
"fail" to get national health insurance established, but instead shared the 
preference for private, employer-based health insurance for the working 
population and government health insurance for the non-working population. 

SOCIAL INSURANCE VERSUS PUBLIC ASSISTANCE 

Contrary to their own public claims that Medicare would not lead to a system 
of national health insurance, the social security policymakers clearly intended 
to expand the programs to include those of the population who were not 
insured through private, employer-based health insurance. In this way, as the 

14 National Association of Blue Shield Plans, "Blue Shield: An Idea Whose Time Has 
Come," 1964. Copy in Anderson Papers, box 1100, Library of Congress, 
Manuscript Division. 
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policymakers believed, universal coverage would eventually be achieved. By 
extending either Medicare or Medicaid, the remaining uninsured population 
could be included. Again, incrementalism was considered the right strategy. 
Possible groups to be included were children, the disabled, and single parents 
with dependent children. However, the distinction between social insurance 
and public assistance continued to complicate the extension of the programs. 
Even though the social security policymakers favored the extension of 
Medicare, a social insurance program, the extension of Medicaid, a public 
assistance program, appeared to be more feasible. 

The main difference between the universal health insurance programs in 
European welfare states and Medicare lies in the particular segment of the 
population at which government health insurance was initially targeted. By 
focusing on the elderly instead of the lower-income workers, the policymakers 
were able to erase "class" from the national health insurance debate in the 
United States. As a result, Medicare became a true "universal" program, 
equally beneficial to all Americans over 65, regardless of class, race, or gender. 
However, in spite of Medicare's universal character, the inclusion of the 
remaining uninsured Americans would mean a shift in ideology. The elderly 
were "deserving" by definition, as they had worked hard all their lives and thus 
deserved coverage. To make Medicare truly universal, extension of the system 
meant that able-bodied Americans between the ages of 21 and 65 should be 
included as well, even if they were considered to be "undeserving." In other 
words, to extend Medicare, the distinction between social insurance and public 
assistance needed to be resolved. 

Another possibility to achieve universal coverage was to extend Medicaid, 
the medical public assistance program for the welfare poor. Even though 
Medicaid's eligibility rules already enabled the individual states to include 
medically needy able-bodied individuals between the ages of 21 and 65, none of 
the states made use of that possibility. When the proposed New York State 
Medicaid program suggested that a large group of able-bodied individuals 
would be included, objections arose in Congress. As was generally agreed in 
Congress, it had never been the intention to provide health insurance coverage 
for the lower-income workers. The inclusion of the non-poor working 
Americans would undermine Medicaid's public assistance character of 
providing aid to the deserving needy. As a result, the social security 
policymakers focused on extending Medicare and Medicaid to include those 
who were considered deserving, namely children, the disabled, and single 
mothers with dependent children. 

The distinction between social insurance and public assistance is also 
reflected in the rhetoric used in the Medicare and Medicaid debates. While 
Medicare is perceived as a program to provide the elderly with the security to 
grow old in freedom, Medicaid is regarded as a last resort for the most needy. 
"Probably the average American would agree that health care is an important 
social good, that people who need it ought to have it, that those who lack health 
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insurance should have coverage, and so on," as Lawrence D. Brown has 
pointed out. "But the average American probably also believes that those who 
lack health coverage can go to the emergency room of their community hospital 
and get care that is reasonably good and timely. With such safety valves in 
place, why get government into the act?"15 The public opinion turns out to be 
ambiguous. Throughout the national health insurance debate, polls have shown 
that the American people favor national health insurance in principle, but that 
they do not want the quality of medical care to be jeopardized. In spite of the 
"public wisdom" that Americans do not approve of their welfare state, studies 
have shown that in fact the American public supports the American welfare 
state. Particularly programs such as social security, Medicare, and Medicaid 
continue to be popular.16 

Initially, the social security policymakers had planned that by 1975 
universal coverage would be achieved, as the remaining uninsured Americans 
would be included within the Medicare and Medicaid programs. However, the 
rising health care costs made extension unlikely. Already in 1967, two years 
after the enactment of Medicare and Medicaid, the strategy of incrementalism 
faltered. Medicaid ran into serious financial trouble, as Congress cut the 
program's budget. In addition, the centralized power of the federal government 
was seriously questioned. Medicare was the largest federal effort toward 
universal coverage so far, but due to its reimbursement policy of "reasonable 
and customary costs" (thus leaving the financial control up to the medical 
profession and insurance industry) and due to its use of private insurers such as 
Blue Cross as intermediaries, Medicare also caused the costs of health care to 
rise even more. Medicare and Medicaid were no longer seen as a solution but 
rather as a part of the problem. 

The rising health care costs continued to plague Medicare and Medicaid. 
Health care reform was no longer primarily focused on the extension of 
medical care or increasing public access to medical care, but on cost 
containment. The federal government tried to influence the organization of 
medical care by promoting group practice and managed care in the form of 
Health Maintenance Organizations (HMOs). Congress also introduced 
programs to determine professional standards and rate setting. Moreover, as 
Edward D. Berkowitz has pointed out, "What began as a moral issue in the 
1930s eventually became a technical issue in the 1970s."17 The health care 
industry had become extremely complex, dealing with many different, and 

15 Lawrence D. Brown, "Why Americans Are Different," in Robert P. Huefner and 
Margaret P. Battin (editors), Changing To National Health Care: Ethical and 
Policy Issues (Salt Lake City: University of Utah Press, 1992), 133. 

16 Fay Lomax Cook and Edith J. Barrett, Support for the American Welfare State: The 
Views of Congress and the Public (New York: Columbia University Press, 1992). 

17 Edward D. Berkowitz, America's Welfare State: From Roosevelt to Reagan 
(Baltimore: Johns Hopkins University Press, 1991), 179. 
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often contradicting, interests of powerful lobby groups. While the original 
social security policymakers had been social economists from Wisconsin and 
reformers from New York City, they had been replaced by fiscal analysts and 
economists who were much more focused on issues as cost containment than on 
extending the access to medical care. 

FREEDOM OF CHOICE 

The role of the AMA's opposition continues to dominate the history of both 
Medicare and the national health insurance debate in the United States. This 
perspective of conflict is understandable, as the participants in the debate have 
repeatedly singled out the AMA as the main obstructionist in the policymaking 
of American government health insurance. Although the AMA's opposition 
cannot be ignored, its influence should not be overemphasized. The AMA's 
active propaganda campaign against national health insurance (from the late 
1940s to the enactment of Medicare) has contributed to the AMA's reputation 
as being the main obstructionist in the national health insurance debate. The 
AMA's visibility, however, has distorted the historical picture, as conflict 
overshadows consensus. 

Although the advocates of national health insurance argued that the 
AMA's position was based on economic self-interest, the medical profession 
was more concerned that a national health program would reorganize the 
delivery of medical care. The conflict between the lay reformers and 
conservative physicians as was presented in the final report of the Committee 
on the Costs of Medical Care in 1932 did not deal with national health 
insurance but with group practice. The conservative physicians, who dominated 
the AMA, feared that the modernization of medical care would mean the end of 
the private practitioner, placing all professional power in the hands of the 
hospital administrations and medical schools. The AMA's fear was justified. 
Starting in the late 1930s, hospitals and medical schools were cooperating with 
the federal government to encourage the federal subsiding of the extension of 
medical care and the construction of hospitals. While national health insurance 
remained politically not feasible, a consensus on the extension of medical care 
was established. From the 1940s on, the federal subsidizing of medical 
research, the construction of hospitals, and medical education continued to 
increase. For the AMA, openly opposing the federal subsidizing was not a 
realistic option. During the 1960s, the AMA did not only oppose Medicare, but 
also the Regional Medical Program and the Heart Disease, Cancer, and Stroke 
bill. However, calling the fight against a serious illness such as cancer 
"socialized medicine" was of course not possible. Although a comprehensive 
national health insurance program was not established, the AMA failed to 
counter the growing power of the hospitals and medical care facilities. 

The AMA's most compelling argument in its campaign against national 
health insurance was that a government health insurance program would 
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destroy the personal relationship between the physician and the patient. 
Moreover, both group practice and government health insurance would mean 
that patients no longer had the freedom to choose their own doctors. Over the 
years, the rhetorical "Freedom of Choice" argument remained powerful. In the 
early 1990s, for example, President George Bush stated the American health 
care was the best in the world and "I don't want to see that deluded by 
socializing our medical treatment and diminishing the choice for individuals 
about going their own doctor."18 However, the Americanism argument worked 
both ways. When New Republic columnist Mickey Kaus coined the word 
"HMOphobia" to describe the traditional American fear of bureaucracy and strong 
centralized government, he seemed to forget that the Health Maintenance 
Organization (HMO) was initially the American answer to anti-statism. This 
American system of prepaid group practice sponsored by the federal government 
was introduced in the early 1970s as a free-market - thus more American -
alternative to government-run health services.19 Instead, HMO had become 
synonymous for un-American bureaucracy. 

Throughout the twentieth century, reformers have repeatedly stressed that their 
programs - national health insurance through the Social Security Act, Medicare and 
Medicaid, the Clinton Health Security Plan - were American solutions to the 
problems of inadequate access to medical care. In the 1930s, reformers argued that 
the freedom of the American individual could only be secured if access to medical 
care was guaranteed. Accordingly, President Franklin D. Roosevelt added the 
"right to adequate medical care" to his Economic Bill of Rights of 1944. The 
policymakers in the 1960s made a similar argument when they stated that, 
instead of undermining the freedom of the elderly, Medicare would make the 
elderly more self-reliant. The American elderly would no longer need to be 
dependent on the generosity of their children or on the charity of the state. 
When President Richard Nixon presented his Comprehensive Health Insurance 
Plan of 1974 to Congress, he stated that "One of the most cherished goals of 
our democracy is to assure every American an equal opportunity to lead a full 
and productive life." As Nixon argued, Americans could only fully participate 
in the freedom of American society, if the federal government guaranteed basic 
health insurance coverage. Universal coverage would not endanger the 
"Freedom of Choice" as long as "doctors [would] work for their patients, not 
for the Federal Government."20 

18 George Bush, "Remarks to the Kiwanis and Rotary Clubs in Ontario, California," 6 
December 1991, Public Papers, 1564. 

19 Mickey Kaus, "HMOphobia," The New Republic (29 March 1993): 4. As James 
Morone states, "Certainly [HMOs] appealed to the antistatist American ideology." 
James A. Morone, The Democratic Wish: Popular Participation and the Limits of 
American Government (New York: BasicBooks, 1990), 270. 

20 Richard Nixon, "Special Message to the Congress Proposing a Comprehensive 
Health Insurance Plan," 6 February 1974, Public Papers, 132-140. 
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The strength of the American ideology is also shown by the readiness of 
Americans to accept the assumption that other western welfare states do not 
have freedom of choice. While the opponents repeatedly claimed that 
Europeans and later Canadians had lost their freedom to choose, the advocates 
did not challenge that belief but instead argued that an American system of 
national health insurance would be different and protect the freedom of the 
individual. In reality, basically all western welfare states recognize the 
individual's right to choose one's own doctor.21 In stark contrast, accounts of 
Americans on Medicaid, for example Laurie Kaye Abraham's Mama Might Be 
Better Off Dead, show that less privileged Americans are lucky if they get to 
see a doctor at all, let alone choose one.22 Moreover, in all western welfare 
states, including the United States, the freedom to choose one's own doctor is 
relative, depending on the availability of medical care and the knowledge of the 
patient. With the continuing specialization in medical care, the patient is 
confronted with different physicians for each different illness, making the 
traditional family doctor a fading image from the past. 

THE CLINTON HEALTH SECURITY PLAN 

Throughout the 1970s and 1980s, health care costs continued to escalate, and the 
number of uninsured and underinsured Americans rose as well. Due to new 
developments, especially technical advancement, the costs of medical care had 
skyrocketed, making cost contaminent top priority. As Erik Eckholms points out, 
"By 1993, health care absorbed 14 percent of the gross national product, far more 
than any other country, and by the end of the decade it was projected to eat up an 
astounding 19 percent of the economy."23 Over the years, the American middle-
class was confronted with higher medical bills, rising insurance premiums, 
declining coverage, and uncertain health insurance developments in the future. 
"There is a new ally in the battle for NHI [national health insurance], the middle 
class," Rashi Fein wrote in 1992, arguing that middle-class fears would be reflected 
in political votes. "Their fear of losing jobs, and thereby insurance; their fear of 

21 lii France, for example, the Charte médicale of 1927 guaranteed the freedom of 
patients to choose their own doctor. David Wilsford, Doctors and the State: The 
Politics of Health Care in France and the United States (Durham: Duke University 
Press, 1991), 119. 

22 Laurie Kaye Abraham, Mama Might Be Better Off Dead: The Failure of Health 
Care in Urban America (Chicago: The University of Chicago Press, 1993). See 
also David Hilfiker, Not all of Us Are Saints: A Doctor's Journey with the Poor 
(New York: Ballantine Books, 1994). 

23 Erik Eckholm, introduction to The White House Domestic Policy Council, The 
President's Health Security Plan: The Clinton Blueprint (New York: Times Books, 
1993), vii. 
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cutbacks in benefits; their concerns about their costs and the impact on potential 
wage increases."24 

Health care reform proved to be an effective campaign issue for Democratic 
presidential candidate Bill Clinton. His election suggested that the time for an 
American national health insurance program had finally come. On September 22, 
1993, near the end of his first year in office, Clinton presented his Health Security 
Plan to Congress. Similar to the rhetoric of President John F. Kennedy and 
President Lyndon B. Johnson, Clinton argued that government health insurance 
could preserve freedom. After referring to the peace process in the Middle East, the 
fall of the Berlin wall, and the end of apartheid in South Africa, Clinton announced: 
"And now it is our turn to strike a blow for freedom in this country. The freedom of 
Americans to live without fear that their own nation's health care system won't be 
there for them when they need it."25 The overall response to the Clinton plan was 
positive. Just one year later, the Clinton plan died in Congress. "The funeral was 
private; no crowds gathered in mourning," as Paul Starr, one of the designers of the 
Clinton plan, remembered. "While opinion surveys continued to show strong 
support for the ingredients of reform, the complexity of the plans and onslaught of 
criticism had even left many supporters bewildered and uncertain."26 

Different explanations of the failure of the Clinton plan have been presented, 
ranging from the plan's complexity and the secrecy surrounding the White House 
Health Care Task Force to the anti-campaign by the health insurance industry and 
the partisan attack of the House Republicans. Journalists have focused on the 
personalities and the working-methods of the policymakers, questioning the wisdom 
of President Clinton's decision to have his friend Ira Magaziner and lus wife Hillary 
Clinton lead the health care reform effort. Scholars have placed the failure of the 
Clinton plan within the larger context of American politics and social policy.27 Even 

24 Rashi Fein, "National Health Insurance: Telling the Good from the Bad," Dissent 
(Spring 1992): 158. 

25 Bill Clinton, "Address to a Joint Session of the Congress on Health Care Reform," 
22 September 1993, Public Papers of the Presidents of the United States, William 
J. Clinton, 1993, (Washington D C : United States Printing Office, 1994), 1556-
1565. 

26 Paul Starr, "What Happened to Health Care Reform?" The American Prospect 
(Winter 1995): 20-31. 

27 So far, the best studies of the Clinton Health Security Plan are Jacob S. Hacker, 
The Road to Nowhere: The Genesis of President Clinton 's Plan For Health 
Security (Princeton: Princeton University Press, 1997) and Theda Skocpol, 
Boomerang: Clinton's Health Security Effort and the Turn against Government in 
U.S. Politics (New York: W.W. Norton & Company, 1996). For an insight account 
by one of the designers of the Clinton plan, see Starr, "What Happened to Health 
Care Reform?." Other studies include Rachel L. Holloway, "The Clintons and the 
Health Care Crisis: Opportunity Lost, Promise Unfulfilled," in Robert E. Denton, 
Jr. and Rachel L. Holloway (editors), The Clinton Presidency: Images, Issues, and 
Communication Strategies (Westport, Connecticut: Praeger, 1996); Haynes 
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though many of these accounts of why and how the Clinton Health Security Plan 
failed are fascinating and enlightening, I will not focus on the plan as a failure but 
instead as a part of the continuing process to incrementally reform American health 
care. Placed within the context of this study, the fate of the Clinton Health Security 
Plan foregrounds the tension between the goal of universal coverage and other 
priorities, such as securing coverage for certain segments of the population and cost 
containment. Also important, the Clinton Health Security Plan brought national 
health insurance back in the limelight again. Although both supporters and 
opponents tended to overrate her role as policymaker, the appointment of Hillary 
Rodham Clinton to lead the health care reform showed that the issue was a high 
priority of the Clinton administration.28 

The ultimate goal of the Clinton Health Security Plan was twofold: the Clinton 
administration wanted to achieve universal coverage, making health insurance 
coverage a right for all Americans, while, at the same time, curtailing the 
skyrocketing health care costs. To combine universal coverage with cost 
containment, the Clinton administration proposed a system of "managed 
competition," also referred to as "competition within a budget." Building on the 
experience with HMOs and other forms of group practice, the Clinton Health 
Security Plan provided a choice of insurance plans through regional health care 
alliances. All American citizens would be able to receive coverage through their 
local health care alliance, with the exception of those already covered by Medicare 
or by the health insurance plans of large corporations.29 The managed competition 
proposal was a compromise between the single-payer system (favored by liberals) 
and market-oriented reforms to promote voluntary health insurance (favored by 
conservatives). Although rumor had it that Hillary Clinton and Ira Magaziner 
personally favored a Canadian-style single-payer system, they must have concluded 

Johnson and David S. Broder, The System: The American Way of Politics at the 
Breaking Point (Boston: Little, Brown and Company, 1996); Sven Steinmo and Jon 
Watts, "It's the Institutions, Stupid! Why Comprehensive National Health 
Insurance Always Fails in America," Journal of Health Politics, Policy, and Law 
20 (Summer 1995): 329-372; Daniel Yankelovich, "The Debate That Wasn't: The 
Public and the Clinton Plan," Health Affairs (Spring 1995): 7-23. 

28 Hillary Clinton predominantly functioned as the main representative of the White 
House. Even though she was kept posted on all the important issues and attended 
most meetings, she was hardly involved in the actual policymaking, with one 
exception: on Ira Magaziner's "headache list" Hillary Clinton is listed as the one 
responsible for determining whether or not abortion should be included in the 
plan's benefits package. "Headache List," 12 March 1993, Clinton White House 
Health Care Task Force Papers, box 3308, National Archives. 

29 Paul Starr, The Logic of Health Care Reform: Why and How the President's Plan 
Will Work, revised and expanded edition (New York: Penguin Books, 1994); 
Walter A. Zelman, "The Rationale Behind the Clinton Health Care Plan," Health 
Affairs (Spring I, 1994): 9-29. 
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that a managed competition proposal would be politically more feasible.30 The 
managed competition compromise enabled the Clinton administration to curtail the 
health care costs through government regulation of the free-market system and 
simultaneously expand coverage to the entire population. "A lot of people mistake 
managed competition for a pure free-market proposal," as Paul Starr explained. 
"Many observers contrast managed competition with national health insurance, 
when managed competition is better seen as a strategy for making health insurance 
as a right of citizenship - which, to me, is the essence of national health 
insurance."31 

The Clinton administration was forced to build upon the existing health care 
system, less eleganüy described by Hillary Clinton as "a patchwork nonsystem."3 

Early on, the White House Health Care Task Force had decided that Medicare 
would continue as an independent program. The Medicare compromise, 
orchestrated by Wilbur Cohen almost thirty years earlier, had enabled the hospitals 
and the insurance industry to control the reimbursement system. Consequently, 
Medicare was predominantly based on the fee-for-service principle, making the 
change into a managed care system more difficult. The Clinton policymakers 
dismissed the suggestion to enable uninsured, non-elderly Americans to enroll in the 
Medicare program, as it would encourage the maintenance of the fee-for-service 
system instead of group practice. As Paul Starr told Ira Magaziner, "Medicare's 
history should be a lesson on how not to structure a national health insurance 
program."33 No longer based on the incremental strategy of expanding the existing 
social security programs, the Clinton Health Security Plan had to set up a new 
infrastructure to combine government supervision with private health insurance. 
Consequently, the plan was extremely complex, as any plan with similar 
comprehensive objectives would be. Moreover, the combination of universal 
coverage and cost containment proved to be a difficult one. "Americans dislike 
federal government regulations not accompanied by generous monetary payoffs," as 
Theda Skocpol lias explained. "Ironically, precisely because Bill Clinton, the New 
Democrat, was working so hard to save money, he inadvertenüy ended up designing 
a health care reform plan that appeared to promise lots of new regulations without 
widespread payoffs."34 

30 David Brock, The Seduction of Hillary Rodham (New York: The Free Press, 1996), 
340. 

31 Skocpol, Boomerang, 3047; Paul Starr, "Hearings Before the Senate Committee 
on Labor and Public Welfare," 17 December 1992, Clinton White House Health 
Care Task Force Papers, box 3305, National Archives. 

32 Osborne (editor), The Unique Voice of Hillary Clinton, 153. 
33 Starr to Magaziner, 23 March 1993, Robert Kazdin to Magaziner, 17 May 1993, 

Clinton White House Health Care Task Force Papers, box 3307, National 
Archives. Quotation cited in Hacker, The Road To Nowhere, 128. 

34 Theda Skocpol, "The Rise and Resounding Demise of the Clinton Plan," Health 
Affairs (Spring 1995): 66-85. 



232 ... And the Pursuit of National Health 

President Clinton believed that the entire health care system needed to be 
reformed at once. As he told journalists Haynes Johnson and David S. Broder, 
he was "afraid that if we took it on piece by piece, we might solve some 
problems but we might make others worse."35 Hillary Clinton shared the 
president's view. "Technical changes that prevent us from reaching the goal of 
universal coverage are not acceptable to this administration - nor should they 
be to economists, academics, or the American people," as the first lady wrote in 
the introduction to a special issue of Health Affairs. "We will not settle for 
tinkering, only true health reform."36 By making universal coverage first 
priority, the Clinton administration expressed that health insurance should be a 
right for every American citizen. The Clinton plan was based on six principles: 
security, simplicity, savings, quality, choice, and responsibility.37 The ethics 
group of the Clinton Health Care Task Force also added the values of 
community, equality, justice, and liberty. Such "American" values were 
important to justify the reforms. As one of the ethic group leaders explained: 
"The first audience is policy-makers and legislators, who might seek guidance 
from moral principles that should shape their work and identify moral 
parameters for the design of the system. The second audience is the wider 
American public which needs to have some sense ... that this health care 
reform is a noble undertaking."38 Moreover, the professionals and the general 
public needed to realize that the Clinton Health Security Plan was an 
AMERICAN plan. Speaking before the members of the American Medical 
Association on June 13, 1993, Hillary Clinton exclaimed: 

We have looked at every other system in the world. We have tried to talk to every 
expert whom we can find to describe how any other country tries to provide health 
care. And we have concluded that what is needed is an American solution for an 
American problem by creating an American health care system that works for 
America. And two of the principals that underlie that American solution are 

39 

quality and choice. 
By then, the AMA was not the aggressive obstructionist it used to be. The AMA had 
endorsed the principle of universal coverage. The role of main opponent to national 
health insurance had been taken over by the Health Insurance Association of 
America (HIAA). Moreover, as relatively fewer physicians were AMA members, 

35 Johnson and Broder, The System, 97. 
36 Hillary Rodham Clinton, "Meaningful Health Reform: The Time Is Now," Health 

Affairs (Spring I, 1994): 7-8. 
37 The White House Domestic Policy Council, The President's Health Security Plan, 

17-20. 
38 Marian Secundy to ha Magaziner, 1 April 1993, Clinton White House Health Care 
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the American Medical Association could no longer be considered as the only 
representative of the medical profession.40 

Initially, the broad objectives of the plan - universal coverage and cost 
containment - received bipartisan support. After President Clinton had presented 
the plan to Congress on September 22, 1993, the New York Times reported that 
"THE CLINTON PLAN IS ALIVE ON ARRIVAL." Once the plan was discussed in more 
detail, however, any suggestion of consensus disappeared. While the majority of the 
Republicans in Congress favored a more market-oriented reform to promote 
voluntary health insurance, liberal Democrats tended to favor a single-payer system 
instead of Clinton's Health Security Plan. In addition to the groups, led by the 
HIAA, that opposed health care reform altogether, lobby groups that favored health 
care reform, such as the American Association of Retired Persons (AARP), refused 
to give their full endorsement so that the possibility to compromise on smaller 
details of the Clinton plan remained open. As the discussion became increasingly 
complex, the American public no longer knew what to make of the Clinton 
Health Security Plan.41 

Even though the public continued to favor universal coverage, support for 
the Clinton plan dwindled. As Daniel Yankelovich has pointed out, "What 
most people mean when they say that they support universal coverage should 
be paraphrased this way: ... We support the president's goal of insurance for 
all that can never be taken away, but only if the nation can afford it and it 
doesn't limit choice of doctors or raise taxes or cause employers to cut jobs."42 

The opposition to the Clinton Health Security Plan recognized the public's 
ambiguity. In the famous "Harry and Louise" television commercial, the HIAA 
addressed the fear of the middle-class Americans. The commercial showed Harry 
and Louise, an average white American middle-class couple, with health insurance, 
on the couch in their living-room, contemplating how their personal health care will 
be effected by the proposed reforms. Flipping through a thick copy of the Clinton 
report, Louise utters, "This plan forces us to buy our insurance through Üiose new 
mandatory government health alliances," prompting Harry to add "Run by tens of 
thousands of new bureaucrats."43 

Realizing tliat Clinton's Healüi Security Plan was already in jeopardy, the 
House Republicans made effectively use of the deadlock and dealt the fatal blow. 

40 Paul Starr, The Social Transformation of American Medicine: The Rise of a 
Sovereign Profession and the Making of a Vast Industry (New York: BasicBooks, 
1982), 427. 

41 As a poll of the Wall Street Journal and NBC News (March 1994) showed, 76% of 
the persons polled preferred an unidentified description of the Clinton plan. When 
the Clinton plan was specifically referred to, however, only 37% of the same group 
replied positively, 45% negatively. Skocpol, Boomerang, 98. 

42 Yankelovich, "The Debate That Wasn't," 15. 
43 As quoted in Skocpol, Boomerang, 138. For an extensive discussion of the "Harry 

and Louise" commercial, including the parody by Bill and Hillary Clinton 
themselves, see Johnson and Broder, The System, 205-213. 
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Denouncing the Clinton plan as "government-run medicine," the Republicans 
almost unanimously (with the exception of one) opposed the Clinton health care bill 
when it was finally introduced in the House of Representatives.44 Without bipartisan 
support, the Clinton Health Security Plan was history. President Bill Clinton, 
however, continued to refuse giving in to the suggestion by his political advisors to 
compromise on universal coverage. "We made the error of trying too much at once, 
took too long, and ended up achieving nothing," as Paul Starr remembered. "Oh, 
yes, I was thrilled when President Clinton waved his pen before Congress and 
threatened to veto anything less than universal coverage. Like many others who 
supported reform, I failed to appreciate the risk of losing everything. We were too 
confident that reform was inevitable, just as some are now too certain that defeat 
was inevitable."45 

Writing in early 1994, before the failure of the Clinton plan had been 
completed, social security expert Henry J. Aaron recognized that, if the 
legislation would have any result at all, the result would be incremental. 
"Reform of health care financing will not be achieved by one grand new law 
enacted in 1994. It will emerge from a succession of laws enacted over many 
years. The current debate is extremely important, however, because it will 
determine whether the process of reform begins in 1994 or is delayed 
indefinitely."46 In the end, President Clinton had to give up the goal of 
universal coverage in favor of the incremental strategy. While universal 
coverage continued to receive strong popular support, the Clinton 
administration realized that the fears of the middle-class of no longer being 
able to afford adequate medical care were decisive. Already in February 1993, 
the Council of Economic Advisors had informed Hillary Clinton that any 
reform effort should include at least the following three elements: "1 . Insurers 
will no longer be able to exclude pre-existing conditions from coverage. 2. 
Individuals will no longer face a higher price just because they experience an 
adverse event. 3. Individuals will not be locked into their jobs for fear of losing 
their health insurance."47 While the Clinton administration had not been able 
to build consensus on its managed competition plan, receiving criticism from 
both the political left and right, incremental reform of the health care system 
could be achieved. Instead of building a new infrastructure of regional health 
care alliances, the existing health care system was reformed through new 
governmental regulations. The Health Insurance Portability and Accountability 
Act, introduced by Democrat Edward Kennedy and Republican Nancy 
Kassebaum and signed by President Clinton on August 22, 1996, included the 

44 Skocpol, Boomerang, 92-95; Hacker, The Road to Nowhere, 149. 
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46 Henry J. Aaron, "Sowing The Seeds Of Reform In 1994," Health Affairs (Spring I, 

1994), 57-68. 
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three above-mentioned elements. Unlike the Clinton plan, the new act did not 
include universal coverage, but merely protected the coverage of those who 
were already insured. Ironically, relatively little media attention was given to 
the Kennedy-Kassebaum Act, while in fact it will undoubtedly have a larger 
direct impact on the future of American health care than the failure of the 
Clinton plan. The success of the Kennedy-Kassebaum Act, shows that the 
Clinton Health Security Plan should not merely be received as a failure, but 
also as a revival of the incremental strategy in American health care reform. 
However, the universal coverage objective was lost in the process. 

In the meantime, the AMA's old claim that government health insurance 
would take away the patient's freedom to choose ones own doctor survived the test 
of time. A "Nightmare Before Surgery" get-well card depicts Lorena Bobbitt (the 
woman who cut off her husband's penis) as surgeon, Dr. Jack Kevorkian as 
anesthesiologist, and Hillary Rodham Clinton commenting: "No, you may not 
choose your own doctor." 

CONCLUSION 

Imagine a glossy representation of healthy people of all ages, colors, and 
shapes, all beautiful and happy, followed by the slogan "What if you didn't 
have to worry about health care?" This glossy television commercial is real, 
presented by Blue Cross/Blue Shield, by now no longer a nonprofit insurer. The 
patient has become a consumer, challenged to picture a world in which health care 
is nothing to worry about. In the real world, Americans do worry about health 
care, about their, own coverage and even about those forty million other 
Americans who do not have any health insurance coverage at all. 

American advocates of national health insurance tend to forget that 
Europeans and Canadians also worry about health care. National health 
insurance is not a magic cure that provides an ultimate solution to the 
challenges that western nations face. Technical advancement has greatly 
expanded the possibilities of modern medicine, but it has also created higher 
expectations and has accelerated health care costs. The population of the 
western world is aging and needs more and more medical care. An 
overemphasis on acute care has led to the negligence of long-term care. All 
western nations, not only the United States, must deal with the questions of 
who is going to pay for health care, which care is going to be covered and 
which not, and how the rising health care costs are going to be curved. 

Nevertheless, from a European perspective, the large number of uninsured 
Americans continues to be an incredible phenomenon. It is therefore quite 
understandable that scholars question why a national health insurance program was 
never enacted in the United States of America. Possible explanations based on the 
notion of American exceptionalism seem plausible and often convincing. However, 

48 Card by "In Your Face Cards.' 
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as I have stated before, studies that merely focus on policy that was not enacted tend 
to ignore policy that was enacted. In other cases, for example the GI bill of 1944, 
social policy is not recognized as such. Consequently, scholars try to explain the 
absence of policy that may in fact be present. One of the biggest obstacles in the 
study of the American welfare state from a European perspective is the necessity to 
convince other European scholars that the American welfare state does exist. 

In the case of national health insurance, a distinction needs to be made 
between "national health insurance" and "universal coverage." American national 
health insurance exists: indirectly through private, employer-based health insurance 
encouraged by the state, and directly through the government health insurance 
programs Medicare and Medicaid. Using the definitions of Richard Titmuss, we 
need to look beyond the "visible" social welfare and also include occupational and 
fiscal welfare. Although national health insurance in my definition does exist in the 
United States, universal coverage has still not been achieved. One should remember, 
however, that the initial national health insurance programs in other western 
welfare states did not provide universal coverage either. In some countries, for 
example France, universal coverage was achieved relatively late. Nevertheless, as far 
as universal coverage is concerned, the American experience is exceptional. 

Two related factors that could explain this exception are 1) the tension 
between social insurance and public assistance, and 2) the tension between policy on 
federal level and policy on state level. In the case of American national health 
insurance, the social insurance principle lias only been applied to Medicare, while in 
other western welfare states, the national health insurance programs included the 
working population. In the end, the social security policymakers were not able to 
include the able-bodied workers between the ages of 21 and 65 within the system. 
The non-elderly that were included tend to be covered by the public assistance 
programs. As the public assistance programs are administered on state level, large 
differences in eligibility and in the scope of benefits exist between the individual 
states. In practice, there is not one American welfare state, but a cluster of American 
welfare states. 

Instead of focusing on the conflict between the social security 
policymakers and the medical profession as represented by the AMA, the 
history of American national health insurance should explore the consensus 
and the options available. Throughout the national health insurance debate, the 
option of universal coverage was sacrificed in favor of others. During the 
formation of the Social Security Act in the 1930s and during the decades that 
followed, the extension of medical care was preferred to the extension of 
coverage. In the 1940s and 1950s, private, employer-based health insurance 
was the preferred option. During the 1950s and 1960s, the coverage of specific 
segments of the population was favored, with the expectation that universal 
coverage would eventually be achieved. Most recently, the Clinton 
administration was forced to abandon universal coverage and opted for the 
reorganization of the provision of health care that gave extra protection to 
those who were already insured. Before these preferences can be described as 
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exceptionally American, however, further study should be done to explore the 
moments when other western welfare states considered similar options. 

One element of the American national health insurance debate is without 
a doubt exceptionally American, namely its ideological and rhetorical content. 
Both the opponents and the advocates use self-acclaimed national values as 
"freedom," "independence," and "responsibility" to promote their own 
objective. From a European perspective, the debate sometimes reaches 
outrageous rhetorical levels. Both the opponents and the advocates have been 
able to wrap their arguments in convincing American rhetoric and these rhetorical 
arguments remain powerfully effective today. 

In spite of the hope and expectations of the original social security 
policymakers, the promise of incrementalism was never fulfilled. Universal 
coverage has not been achieved. Some advocates of national health insurance 
will argue that the incremental strategy in itself has blocked universal 
coverage. In 1983, LS. Falk asked Wilbur Cohen to comment on the remarks 
he had heard from "people groaning about Medicare who want to know why 
you flushed national health insurance down the drain & compromised on 
Medicare." Although Falk, who had often disagreed with Cohen's incremental 
strategy, did not say so, he clearly sympathized with the critics. In his reply, 
Cohen gave a straightforward rebuttal: 

Regarding the reference to why I flushed national health insurance down the drain 
and compromised on Medicare: health insurance failed on enactment during 1912-
1919; was not getting anywhere in 1932; was not included in the Social Security 
Act in 1935; failed in 1938-39; failed during 1943-1950, despite Truman's strong 
support in 1945. The fact is that after Wagner-Murray-Dingell no high level 
political leader wanted to advocate national health insurance until the Kennedy-
Griffiths bills [of the 1970s]. ... With the development of Blue Cross and Blue 
Shield by 1950 national health insurance, in my opinion, had very little chance of 
enactment. Neither Jack Kennedy or LB J during the 1960s wanted to get beyond 
Medicare. ... I think the history of Medicare has been distorted in a number of 
respects but I doubt whether it is possible to put the real story in such shape as to 
persuade the die-hard national health insurance advocates who sometimes appear 
to say that national health insurance is just around the comer.49 

49 Falk to Cohen, 13 September 1983, Cohen to Falk 20 September 1983, Cohen 
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NEDERLANDSE SAMENVATTING 

DE INCREMENTELE STRATEGIE TOT EEN NATIONALE ZIEKTEKOSTENVERZEKERING 

IN DE VERENIGDE STATEN VAN AMERIKA 

Waarom is er geen nationale ziektekostenverzekering in de Verenigde Staten 
van Amerika? Sinds het falen van president Clintons Health Security Plan uit 
1993 wordt deze vraag weer vaak gesteld. Door de twintigste eeuw heen zijn de 
pogingen om een nationale ziektekostenverzekering door te voeren mislukt: het 
Wagner wetsvoorstel uit 1939, de Wagner-Murray-Dingell wetsvoorstellen uit 
de jaren veertig, president Harry S. Trumans National Health Plan uit 1949, 
president Richard Nixons Comprehensive Health Insurance Plan uit 1974 en 
president Jimmy Carters nationale ziektekostenverzekeringsplan uit 1979. 

De vraag waarom Amerika geen nationale ziektekostenverzekering 
heeft is inmiddels klassiek geworden. Zij doet denken aan die andere klassieke 
vraag, ooit gesteld door de Duitse socioloog Werner Sombert: waarom is er 
geen socialisme in de Verenigde Staten? Amerika is een uitzondering: al de 
andere westerse verzorgingsstaten hebben een bepaalde vorm van een nationaal 
ziektekostenverzekeringsprogramma ingevoerd. Vanuit een populair gezichts
punt is deze situatie makkelijk uit te leggen. Een nationale ziektekosten
verzekering is on-Amerikaans, een product van de Europese verzorgingsstaten, 
die de mensen betuttelen van de wieg tot het graf. 

Ook in academische studies wordt de afwezigheid van een nationale 
ziektekostenverzekering echter uitgelegd aan de hand van het Amerikaans 
exceptionalisme - het idee dat Amerika, door zijn unieke geschiedenis, 
wezenlijk anders is dan de andere westerse landen. De Amerikaanse idealen 
zoals individualisme en zelfstandigheid zijn niet verenigbaar met een nationale 
ziektekostenverzekering. Daarnaast wordt het falen van hervormingspogingen 
vaak verklaard door de oppositie van de medische professie - met name de 
American Medical Association (AMA). De AMA's oppositie was weliswaar 
een realiteit, maar wordt ten onrechte als een doorslaggevende reden gegeven. 

Hoewel het Amerikaans exceptionalisme wel degelijk een rol speelt, 
kan het niet als verklaring dienen. Andere grote overheidsprogramma's - zoals 
ouderdomspensioenen - zijn wél ingevoerd, ondanks het feit dat tegenstanders 
deze als 'on-Amerikaans' bestempelden. Om het Amerikaanse gezondheids-
zorgbeleid te begrijpen moeten wij kijken naar de programma's die wel zijn 
ingevoerd, in plaats van uit te leggen waarom één bepaald programma niet 
aanwezig is. Twee beslissingen zijn doorslaggevend geweest voor het 
Amerikaanse beleid op het gebied van de gezondheidszorg: 1) het uitsluiten 
van een nationaal ziektekostenverzekeringsprogramma buiten de Social 
Security Act van 1935, en 2) de verandering van strategie (rond 1951) om het 
overheidsbeleid te richten op een ziekenhuiskostenverzekering voor ouderen in 
plaats van op een ziekenfonds voor arbeiders. Beide beslissingen werden 



genomen door de beleidsmakers binnen de federale overheid, maar vonden 
brede weerklank bij de verantwoordelijke politici. 

Tijdens het ontwerpen van de Social Security Act door de Committee 
on Economic Security werd serieus overwogen om een nationale ziektekosten
verzekering in de wet op te nemen. De studie naar de mogelijkheden werd 
geleid door Edgar L. Sydenstricker en LS. Falk, beiden groot voorstander van 
zo'n systeem. President Franklin D. Roosevelt, met de steun van de minister 
van arbeid Frances Perkins, hechtte echter meer belang aan andere vormen van 
sociale zekerheid, zoals werkloosheidsuitkeringen en ouderdomspensioenen. 
Daarnaast leek het uitbreiden van de medische zorg via subsidies een betere 
optie. Goede medische zorg ontbrak in veel Amerikaanse deelstaten en een 
verzekeringssysteem heeft pas nut als de medische verzorging die vergoed moet 
worden ook daadwerkelijk gegeven kan worden. 

In de jaren na de Tweede Wereldoorlog werden steeds meer werkende 
Amerikanen verzekerd door een particuliere, aan arbeid gerelateerde 
ziektekostenverzekering. De federale overheid stimuleerde deze ontwikkeling. 
Via collective bargaining waren de industriële vakbonden in staat goede 
ziektekostenverzekeringen (mede betaald door de werkgevers) voor hun leden 
te bedingen. Op deze wijze kregen de particuliere verzekeraars een doorslag
gevende rol in de publieke toegankelijkheid tot de Amerikaanse medische 
verzorging. De beleidsmakers hadden oorspronkelijk een uitgebreid nationaal 
ziektekostenverzekeringsysteem voor ogen dat in principe de arbeiders en hun 
gezinnen zou dekken, maar waarin ook armen en werklozen konden worden 
opgenomen. De particuliere verzekeraars daarentegen garandeerden geen 
algehele toegang, maar namen wel het overgrote deel van de werkende 
bevolking onder hun hoede. De beleidsmakers richtten zich vervolgens dan ook 
op die groepen van de samenleving die moeilijk te verzekeren waren: Medicare 
voor de ouderen en Medicaid voor de armen in de bijstand. 

Amerikaans sociaal beleid is gebaseerd op het incrementalisme, dat 
het best beschreven kan worden als een stap-voor-stapbeleid, bouwend op al 
bestaande programma's. Toen de Social Security Act van 1935 ingevoerd werd, 
werden de al bestaande programma's in het systeem opgenomen. Hoewel de 
beleidsmakers steeds weer het Amerikaanse karakter van sociale verzekeringen 
benadrukten, bleven de publieke-bijstandsprogramma's onderdeel van het 
systeem. Het verschil tussen sociale verzekeringen en publieke bijstand is 
belangrijk. Sociale-verzekeringsprogramma's bieden preventieve bescherming 
om economische onzekerheid te voorkomen. Publieke bijstand biedt pas hulp 
als iemand economisch onzeker is. In principe wordt Amerikaanse publieke 
bijstand alleen gegeven aan de 'deserving poor' - oftewel ouderen, weduwen 
en kinderen. Sociale-verzekeringsprogramma's zijn meestal verbonden aan 
arbeid en zijn in de Verenigde Staten voor een groot deel op federaal niveau. 
De Amerikaanse publieke bijstand is daarentegen voornamelijk op deelstaat
niveau, hoewel door de federale overheid gesubsidieerd. Sinds het invoeren van 



de Social Security Act in 1935 hoopten de beleidsmakers dat uiteindelijk de 
sociale-verzekeringsprogramma's de publieke bijstand zouden vervangen. 

Een aantal jaren nadat de beleidsmakers hun strategie voor een 
nationale ziektekostenverzekering hadden bijgestuurd naar een ziekenhuis
kostenverzekering voor ouderen, ontstond de consensus onder de Amerikaanse 
politici dat er 'iets' voor de ouderen gedaan moest worden. Na het aannemen 
van de Kerr-Mills wet in 1960 - een publieke-bijstandsprogramma op 
deelstaatniveau om ziekenhuiskosten van ouderen te dekken - ging de 
Democratische Partij, onder leiding van president John F. Kennedy, door met 
stemmen te winnen voor Medicare. Pas na de dood van president Kennedy in 
1963 en de grote verkiezingsoverwinning van president Lyndon B. Johnson in 
1964 kon de 'three-layer cake' wet. van 1965 aangenomen worden: Medicare 
Part A is een verplichte ziekenhuiskostenverzekering voor ouderen, Medicare 
Part B is een vrijwillige verzekering voor dokterskosten, en Medicaid is een 
uitgebreid Kerr-Mills programma op deelstaatniveau dat de medische kosten 
van Amerikanen in de bijstand dekt. Zowel de beleidsmakers als president 
Johnson geloofden dat het Medicare systeem in de toekomst uitgebreid zou 
worden. Wilbur Cohen, zonder twijfel de belangrijkste Medicare beleidsmaker, 
voorspelde dat in 1975 alle onverzekerde Amerikanen door Medicare of 
Medicaid gedekt zouden zijn. Al in 1967 bleken de kosten van de programma's 
echter zo groot te zijn dat het doel om ze uit te breiden niet haalbaar was. In 
plaats daarvan werd kostenbesparing het belangrijkste doel. 

Het uitblijven van algehele dekking is een exceptioneel Amerikaans 
verschijnsel, hoewel erbij gezegd moet worden dat de oorspronkelijke ziekte
kostenverzekeringsprogramma's in de andere westerse verzorgingsstaten in het 
begin ook slechts een beperkte dekking voor een specifieke groep in de samen
leving (meestal arbeiders) gaven. In Frankrijk bijvoorbeeld werd de algehele 
dekking relatief laat (in de jaren zeventig) bewerkstelligd. Desondanks blijft de 
Amerikaanse situatie uitzonderlijk. Twee factoren kunnen deze situatie 
verklaren: 1) de spanning tussen sociale zekerheid en publieke bijstand, en 2) 
de spanning tussen beleid op federaal niveau en beleid op deelstaatniveau. Uit
eindelijk waren de beleidsmakers niet in staat om de 'able-bodied' Amerikanen 
tussen 21 en 65 jaar oud in het systeem op te nemen. De niet-ouderen die wel 
in het systeem werden opgenomen kregen dekking door middel van publieke-
bijstandsprogramma's op deelstaatniveau. In de praktijk blijkt er niet één 
enkele Amerikaanse verzorgingsstaat te bestaan, maar eigenlijk een cluster van 
Amerikaanse verzorgingsstaten. 

Amerikaanse voorstanders van een nationale ziektekostenverzekering 
neigen wel eens te vergeten dat Europeanen en Canadezen zich ook grote 
zorgen maken om de toekomst van de gezondheidszorg. Een nationale 
ziektekostenverzekering is niet per definitie de oplossing voor de problemen 
waarvoor de westerse landen staan. De technische vooruitgang heeft de 
moderne mogelijkheden van de geneeskunde drastisch vergroot, maar heeft ook 
tot hogere verwachtingen en hogere kosten geleid. De bevolking in de westerse 



wereld vergrijst en heeft steeds meer medische verzorging nodig. Alle westerse 
landen, niet alleen de Verenigde Staten van Amerika, moeten belangrijke 
keuzes maken over wie de kosten voor de medische verzorging zullen dragen, 
wat voor zorg gedekt zal zijn, en wat niet, en hoe de stijgende gezond-
heidszorgkosten bedwongen kunnen worden. Desondanks blijft vanuit een 
Europees gezichtspunt de groeiende groep onverzekerde Amerikanen een nog 
steeds verbazingwekkend fenomeen. 

In plaats van de aandacht op het conflict tussen de beleidsmakers en 
de medische professie te plaatsen, moet de geschiedenis van het Amerikaanse 
gezondheidsbeleid gericht zijn op de consensus en de aanwezige keuzes. Door 
de eeuw heen werd de keuze voor algehele dekking opgeofferd voor andere 
keuzes. In de jaren dertig en de decennia die volgden werd de uitbreiding van 
de medische zorg belangrijker geacht dat het uitbreiden van dekking. In de 
jaren veertig en vijftig was het stimuleren van particuliere, aan arbeid 
gerelateerde verzekeringen de favoriete keus. Gedurende de jaren vijftig en 
zestig werd gekozen voor het uitbreiden van de dekking voor specifieke 
bevolkingsgroepen, in de veronderstelling dat uiteindelijk een algehele dekking 
bereikt zou worden. Recentelijk heeft de regering Clinton het doel van algehele 
dekking laten varen om kostenbesparing en verbeteringen van de bestaande 
verzekeringen te bewerkstelligen. 

Eén element van het Amerikaanse 'national health insurance' debat is 
zonder twijfel exceptioneel Amerikaans: de ideologische en retorische inhoud. 
Zowel de voorstanders als de tegenstanders gebruiken traditioneel Amerikaanse 
idealen zoals 'Vrijheid', 'Zelfstandigheid' en 'Verantwoordelijkheid' om hun 
eigen doel te rechtvaardigen. Vanuit een Europees perspectief lijkt het debat 
een ongekend retorisch niveau te bereiken. Deze retorische argumenten blijven 
tot op de dag van vandaag politiek effectief. 
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'The wife of an unemployed coal miner in Marine, West Virginia. 
She is suffering from tuberculosis." 


