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Abstract The most signi cant health reform in American history was the passage
of Medicare in 1965, but this was an accomplishment born of defeat. Medicare was
designed and understood by its early promoters as an approach to health reform, not
simply as a discrete program for a distinct target population. Although Medicare
incrementalism has tended to be shunted aside when the opportunities for health
reform are most promising, the nal years of the Johnson administration reveal previ-
ously underappreciated efforts to expand Medicare eligibility to large new population
groups and offer insights into the continuing potential of Medicare incrementalism
in our own time.

There are many motivations for reforming the American health care sys-
tem. High costs and unmet needs are two commonly mentioned impera-
tives for reform; they impose burdens on businesses, American families,
and Americans health, which ranks near the bottom of industrialized
countries (Morone and Jacobs 2005). Although the need or perhaps the
imperative for reform may be unassailable, whether and how the Ameri-
can health care system is reformed is profoundly political. Changes in
health policy result from the play of multiple and competing values and
interests in particular institutional contexts.

The political history of American health reform can be described in
near-tragic terms as a succession of defeats. More precisely, health reform
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has suffered defeat but has also celebrated targeted, but impressive, victo-
ries. The most signi cant victory for health care reform was the passage
of Medicare in 1965. Medicare itself, however, was born of defeat; indeed,
it was designed as an approach to health reform, not merely as a discrete
program for a distinct target population. Instead of achieving universal
health insurance coverage in one fell swoop, the Medicare approach set
out more limited immediate objectives in order to create a beachhead for
successive incremental victories that would, in time, expand eligibility
until all Americans were included. Although the program has succeeded
in locking in large and growing bene ts for its original target population,
Medicare has not become the incremental staircase to universal coverage
that it was intended to be. What steps, if any, have been taken to pursue
this incremental approach to Medicare reform? If steps have been taken,
what has gone wrong?

The most persistent reason given for the failure of national health insur-
ance (NHI) and Medicare incrementalism is the opposition of powerful
interest groups (however, see Marmor and Thomas 1972). Jill Quadagno
(2005: 11) points to the persistence of stakeholder mobilization as the
primary obstacle to national health insurance. Looking back over a cen-
tury of failed reforms, Quadagno (6) asserts that each attempt to enact
national health insurance has been met with a erce attack by powerful
stakeholders.

Although stakeholder opposition has clearly exerted substantial in u-
ence, this interest-group dominance interpretation neglects variations in
the impact of stakeholders, slights the analytic signi cance of their defeat,
and misses the role of other factors (including the strategic decisions of
well-positioned reform leaders). Advocates of the interest-group domi-
nance interpretation recognize that Medicare s passage in 1965 departs
from their storyline of uninterrupted stakeholder rule, but their interpre-
tation tends to minimize Medicare s passage as merely fund[ing] care
for the residual population groups that private insurers have no desire to
cover (Quadagno 2005: 6). This interpretation also overlooks the ana-
Iytic signi cance of reforms  such as the post-1980 establishment of cen-
tralized budgetary authority over Medicare payments to hospital, physi-
cian, and outpatient care  that impose concentrated costs on particular
stakeholders.

A second explanation for the failure of NHI and Medicare incremental-
ism is that key policy makers deliberately designed Medicare in 1965 to
take the steam out of subsequent reform efforts. The villains, according
to this saboteur account, are Wilbur Mills, the conservative Democratic
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chair of the powerful Committee on Ways and Means, and Wilbur Cohen,
a long-time reformer who, as assistant secretary of the Department of
Health, Education, and Welfare (HEW), provided technical assistance to
Mills. The record is clear that Mills deliberately set out to build a fence
around Medicare in order to deter substantial future expansions of bene-

ts and population groups and to frustrate the incremental strategy of
Medicare s original reformers (Marmor 1973: 79; Jacobs 1993). Mills
calculated that intense pressure for future expansion could be reduced by
broadening President Johnson s original proposal, which would have paid
only for hospital care, to build a three-layer cake of hospital insurance,
voluntary insurance for physician care, and a program for the poor. The
structure of each of these three components, Mills reasoned, would also
depress future demands: reliance on increasing payroll taxes would slow
the growth of the program s hospital insurance component (Medicare s
Part A); dependency on premium payments by bene ciaries would con-
strain the voluntary program for physician and outpatient care (Part B);
and the stigma of the means-tested program (Medicaid) would potentially
undercut future demands from the nonpoor (Marmor 1973; Wilbur Cohen,
interview with the author, April 1, 1987; Wilbur Mills, interview with the
author, June 18, 1987).

Jonathan Engel (2006: 59) and other analysts of American health policy

credit Mills and criticize Cohen for producing a Medicare program that

thwart[ed] efforts at national health insurance. Engel s case is reason-
ably supported by Mills s open efforts to build a fence around Medicare
and by Cohen s public statements of absolute opposition to government-
controlled health care (47). The interpretation of Medicare as defusing
rather than facilitating the push for universal access is also supported
by some records in the presidential archives. For instance, Engel quotes
one December 1964 memorandum to Lyndon Johnson that predicted
that the chances of national health insurance would be greatly reduced
(47) after Medicare s passage because it would remove the strongest case
for further reform by covering the most vulnerable (and sympathetic)
group  seniors. Engel treats his account as supporting Jacob Hacker s
(2002: 242 244) view that Medicare conformed to the logic of private
sector developments by picking up the cost of the highest risk and least
pro table segments of the population while leaving in place a structure
dominated by the private sector.

One should take care, though, in equating the failure to enact NHI, in

the four decades after Medicare s enactment, with the program s thwarting
dynamics. First, NHI had failed for more than half a century before Medi-
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care s passage. Clearly, the defeat of NHI must result, at least in part, from
forces unrelated to Medicare. Second, the expansion of Medicare s cost
and scope after its passage far exceeds what Mills desired and expected
(Wilbur Mills, interview with the author, June 18, 1987). In addition to
widening its access to discrete new populations (namely, those with end-
stage renal disease), Medicare s bene t package grew to encompass pre-
scription drugs and a variety of outpatient services. Just as notably, the
government s authority increased substantially. Mills insisted that the leg-
islation should include a promise that nothing [in its language should] be
construed to authorize any Federal . . . supervision or control over the . . .
compensation [and operation] of any of cer or employee . . . providing
health services (Social Security Act Amendments 1965). By the twenty-

rst century, however, the federal government wielded budgetary author-
ity and other regulatory powers to monitor and in uence providers. Mills s
fence was a porous one.

Both the interest-group dominance and saboteur accounts share a com-
mon tendency toward reductionism, because they tend to read the results
of history back into the intentions of key policy makers. Cohen looms as a
particularly enigmatic gure in Medicare s formulation and early develop-
ment. He has been pinpointed as a villain because of his public statements
disavowing an interest in NHI and his collaboration with Mills. Behind
the scenes, however, Cohen was an intense and sustained advocate for
Medicare incrementalism as an approach for achieving national health
insurance. Presidential archival records for the years after Medicare s pas-
sage reveal Cohen s resourceful and determined efforts within the John-
son administration to formulate the rst steps toward expanding Medicare
eligibility and to position this expansion in the political process. Cohen
led a double life: his public demeanor downplayed his unabated reformist
zeal. His successful formulation of notable expansions of Medicare eligi-
bility during the Johnson administration offers insights into the continu-
ing potential of Medicare incrementalism.

Serious consideration of the potential for Medicare incrementalism
and the signi cance of Cohen's campaign for expanding Medicare to new
population groups requires an appreciation of the interaction of endur-
ing structures and human agency in the development of public policy.
A voluntaristic account, which posits the choices of individuals as the
primary independent drivers of policy development, ignores the limits
imposed by enduring structures. Conversely, an overly structural account
misses the dynamics of human agency and the importance of individual
perceptions and evaluations of the constraints and opportunities generated
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by their contexts. In more concrete terms, the structural predispositions
created by the logic of private sector developments de ne the context
of policy making, fuel the intense preferences of stakeholders, and limit
the degrees of freedom available to individual reformers (Hacker 2002).
Cohen, for instance, sized up the factors restraining the enactment of NHI
and then worked to restrict Medicare s initial eligibility to the most vul-
nerable (and sympathetic) populations rst seniors and then, after the
program was enacted, children. By contrast, the struggle for institutional
position and political power, as well as negative feedback from existing
policy regimes, can motivate strategically alert political actors to identify
and then seize opportunities for successfully pursuing meaningful change.
Far from thwarting comprehensive reform, Cohen took the initiative to

ght a series of pitched battles within the White House to pursue Medi-
care incrementalism  even as he publicly belittled the opening wedge
charge from his critics.

In short, Cohen s concessions to existing structure and his strategic cre-
ativity in sustaining Medicare incrementalism demonstrate the con uence
of individual motivation and action with structurally situated opportuni-
ties and constraints. A failure to appreciate the interaction of structure and
agency has led to a disjointed interpretation of reform opportunities and
constraints and to paradoxical accounts of Cohen as both a reform sabo-
teur and a savior deserving of the title Mr. Social Security (Berkowitz
1995).

In this essay, | explore the origins of the Medicare approach to health
reform and use archival research to discuss the initial pursuit and promise
of this approach during the Johnson administration. I conclude by specu-
lating on the relevance of the Medicare approach to contemporary reform
efforts. Does the original Medicare approach remain viable?

Learning from Failure: Calibrating Reform
to Madisonian Structures

Because NHI was passed over during Franklin Roosevelt s presidency
and defeated during Harry Truman s, a small group of stalwart reformers
in the early 1950s were prompted to analyze the structural opportuni-
ties and constraints facing them and to map out an alternative strategy
that improved the probability of successfully enacting reforms that would
widen access to health insurance.

The reformers concluded that passing universal health insurance in one
fell swoop was unlikely to succeed because of three interrelated politi-
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cal dynamics related to the structure of American politics, health policy,
and economy (Wilbur Cohen, interview with author, April 1, 1987; Poen
1979; Jacobs 1993). First, reformers concluded that the organization of
American business, health care, and the insurance industry created a mis-
match in organized pressure for NHI. Quadagno (2005) documents that
the erce resistance to NHI by well-organized stakeholders was not offset
by supportive, encompassing organizations (such as massive labor organi-
zations) or a coalition of the diffuse public who would most bene t from
reform. One potentially important public advocate for NHI  organized
labor  was struggling to organize large parts of the workforce, distracted
by its own internal challenges, and ambivalent owing to its own stakes in
occupational health bene ts (Gottschalk 2000).

Second, the Madisonian system of separate governmental branches
competitively sharing powers generated numerous institutional opportu-
nities for delay and obstruction. The intense opposition of well-organized
groups to the imposition of concentrated costs seized on the Madisonian
system to suppress NHI s emergence at the top of the government s agenda
and to discourage authoritative government of cials from giving it sus-
tained and favorable attention.

Third, the organizational and institutional barriers to NHI were height-
ened by Americans general philosophical uneasiness with big govern-
ment. Although Americans display a form of operational liberalism by
accepting speci ¢ government programs that offer concrete responses to
pragmatic problems (such as the unmet needs of particular groups), they
remain uneasy with large new government interventions in social provi-
sions (Wilbur Cohen, interview with the author, April 1, 1987; Jacobs and
Shapiro 1999).

In the early 1950s, health reformers concluded that they needed to
develop a durable policy framework that both increased the likelihood
of success against a phalanx of oppositional political forces and cre-
ated a dynamic that would put the country on the path toward universal
health insurance coverage. In particular, reformers looked for a policy
framework that would satisfy three necessary political objectives: (1) to
mobilize groups and individuals who would intensely support their rec-
ommendations (seniors); (2) to offer separate but linked policies that the
Madisonian system could digest; and (3) to appear focused enough on
clear needs to activate Americans operational liberalism (as opposed to
their philosophical conservatism).

To create a more positive political dynamic, reformers modi ed their
strategy by narrowing their programmatic design so that it fell consider-
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ably short of what was needed. In particular, they decided to forgo propos-
als that sought universal access in a single legislative moment in favor of
taking a series of gradual steps over time to extend health insurance to all
Americans  a form of salami slicing (as Cohen put it in an interview
with the author, April 1, 1987). As Robert Ball (1995: 62 63), former
commissioner of the Social Security Administration and a participant in
designing the Medicare approach, explained, We expected Medicare to
be the rst step toward universal national health insurance.

The starting point for this gradual process was to establish hospital
insurance, what later became known as Medicare, for Social Security
bene ciaries. Thisapproach ~ Medicare incrementalism  identi eda
popular and narrow set of recipients (seniors) and health services (hos-
pital care), built on an existing government program (Social Security)
that a broad cross section of Americans strongly supported and that was
not tarnished as  big government, and rallied a relatively well-organized
group of advocates for this form of government health insurance (Social
Security bene ciaries).

Medicare s restricted approach to health reform was rst promoted to
the top of the policy-making agenda by President John F. Kennedy during
both his presidential candidacy and his administration, and it was enacted
into law by President Lyndon B. Johnson in July 1965. Rather than pro-
moting a program that would cover the entire population for a wide range
of medical care, presidents Kennedy and Johnson supported Medicare
legislation that covered ninety days of hospital care, outpatient diagnostic
services, and a limited number of days of nursing home care and home
visits. Even after his landslide victory over Barry Goldwater in the 1964
election, Johnson largely resubmitted Kennedy s original proposal.

Following the Medicare strategy of aiming low to improve the prob-
ability of passage, Johnson decided (according to Cohen) to keep a lot of
things out and insisted that the administration stick with what we ve got
and not change horses in the middle of the stream (Wilbur Cohen, inter-
view with the author, April 1, 1987). The strict limits Johnson placed on
his proposal, though, were out of step with his enormous political capital
and actually became a political liability. The American Medical Asso-
ciation (AMA) and Republicans attempted to capitalize on this potential
disjunction between public expectations and Johnson s proposal by criti-
cizing the proposal as inadequate and too conservative. Congressional
witnesses chastised the White House proposal, for instance, for paying
for a hospital bed but not for the care that would be received in it (Harris
1966: 184 188). The criticisms of Johnson for not responding to public
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expectations were reasonable; early in 1965, only 40 percent of Americans
correctly knew that the president s proposal did not cover physician fees
(Schiltz 1970: 142).

Johnson s legislation fell so far short of public expectations that it was
Wilbur Mills  a longtime skeptic of expanding government who
stepped in to expand it. He found the president s proposal too conserva-
tive ... and too limited (Wilbur Mills, interview with the author, June 18,
1987). This led Mills, as suggested previously, to incorporate proposals by
the AMA and the Republican leadership for a voluntary program to cover
physician services and funding for the indigent (Harris 1966: 187).

Medicare s original formulators and promoters made a deliberate trade-
off: they accepted a program with bene t and population coverage that fell
far short of what was needed in exchange for improving the probability
of legislative success and establishing a policy framework that could be
expanded in the future. Robert Ball (1995: 62 63) recalled that we all
saw insurance for the elderly as a fallback position, which we advocated
solely because it seemed to have the best chance politically (italics mine).
Comprehensive coverage was sacri ced for political necessity: narrowing
bene ts was expected to enhance the probability of enactment by reduc-
ing perceived costs and recruiting well-organized advocates who would
bene t directly from their efforts. In an odd twist, reformers themselves,
at the height of their political in uence, insisted on restricting bene ts
(Jacobs 1993: 196 197).

Reformers reached the decision to pursue an incremental approach to
NHI as a calculated compromise with the stubborn structures of Ameri-
can politics and health policy that had effectively sti ed all past efforts
at expanding government health insurance. Inadequate attention to these
structural constraints on health reform can readily lead to a volitional
account in which the failure of NHI seems to have resulted from the short-
sighted and confused choices of individuals. The reality is that the enact-
ment of access-expanding reform requires structurally attuned choices.

First Steps to Expand Medicare Eligibility:
Johnson Administration, 1965-1969

From 1965 until the end of the Johnson administration, Cohen champi-
oned an effort within the White House and executive branch to pursue the
game plan of Medicare s original designers by formulating expansions
of Medicare s eligibility to new population groups. Although a large lit-
erature examines Medicare s legislative passage (see Marmor 2000) and
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evolution (see Oberlander 2003), little attention has been devoted to the
promising start of Medicare incrementalism during the second half of the
1960s.

The “Second Great Society”

Following Medicare s passage in 1965, Johnson and his aides focused on
expanding Medicare s eligibility to appeal to the program s supporters
and to hold together an increasingly fractured New Deal coalition (Matu-
sow 1984). The primary political motivation was to address the worries
of administration allies and the criticisms of its Democratic Party rivals
(such as Senator Robert Kennedy) that the Great Society is being drasti-
cally cut back to accommodate the war budget in Vietnam, as Joseph
Califano put it to the president.! The approach of the 1966 midterm con-
gressional elections intensi ed White House concerns that the Vietnam
war dominates the headlines and the nations mind . . . [and has created]
one-dimensional thinking which obscures other issues. The risk, one
White House of cial warned, is that the President is in danger of present-
ing a one-dimensional appearance to the public; that of the wartime leader
in a war which frustrates and disturbs people. 2

The administration pursued two strategies to hold together its coalition.
First, it worked to highlight its legislative accomplishments to drive home
its domestic leadership and to claim public credit for them. Robert Kint-
ner, who worked as a senior aide to Johnson after a prominent career as a
television network journalist and president of ABC and then NBC, urged
Johnson in a con dential memorandum to promote his administration s
accomplishments and future goals to improve the publics recognition of
your personal interest and contribution to health [and] antipoverty. 3 At
Johnson s instructions, Kintner corralled cabinet members into contribut-
ing to the promotional blitz by broadening their public efforts to support
the administration around the country.4

The White House s second strategy was to reenergize its coalition by

1. Memorandum, Joseph A. Califano Jr. to President Johnson, December 21, 1965, regarding
conversation with Ray Scherer, Califano les, LBJ Library.

2. Memorandum, Ervin Duggan to S. Douglass Cater, May 31, 1966, Cater les, box 12,
LBJ Library.

3. Memorandum, Robert Kintner to President Johnson, April 25, 1966, con dential le
(C.F.), FG1, box 16, LBJ Library.

4. Memorandum, Kintner to President Johnson, July 23, 1966, following up the president s
request of May 17, 1966, Kintner les, LBJ Library.
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plan[ning] our next steps toward the Great Society ~ what was referred
to as the second stage of the War on Poverty. 5 With Vietnam fraying
Democratic loyalties to Johnson, White House allies viewed continued
domestic reform as necessary to fend off the feeling of a diminishing of
the Great Society goals because of Vietnam. 6 Walter Heller, the head of
the Council of Economic Advisers, recommended to Johnson that, even
with the rising costs of Vietnam, the president should continue to keep the
Great Society growing even if Vietnam costs reach $10 to $15 billion a
year and require tax increases . . . [because it] could spell the difference.. . .
between political affection and disaffection of key groups. 7 Heller s push
for continued expansion of Great Society programs was echoed by other
administration of cials, who also called for a new push on poverty and
for expanding income protections in order to emphasize as dramatically
as possible the more hopeful dimensions of Americas face today. 8 Cali-
fano, who emerged as a kind of deputy president for domestic affairs,
con rmed with the president in 1965 that the planning for the next year s
legislative program would sustain the momentum toward bringing the
Great Society closer to its full promise. °

The White House launched a systematic process for formulating pro-

posals for the second Great Society that the president and his aides saw
as politically vital. The White House set up ten task forces in 1965 to

come up with bold and imaginative proposals and concrete . .. goals
toward which the Great Society [could] move by the end of the 1960s and
the beginning of the 1970s.10 In 1966, Califano con dentially informed
the heads of the cabinet and leading agencies that the President has asked
me to begin collecting ideas for future programs that might be proposed
during the next two years [that identify where] . . . the Great Society
go[es] from here [and where] the needs [are] still unmet. 1

5. Memorandum, Cohen to Califano, November 4, 1965, C.F., LE/WES6, LBJ Library; mem-
orandum, Califano to John Gardner, August 27, 1965, C.F., FG165, box 130, LBJ Library.

6. Memorandum, Kintner to President Johnson, April 25, 1966; memorandum, Califano to
President Johnson, December 21, 1965.

7. Memorandum, Califano to Gardner, August 27, 1965; memorandum, Cohen to Califano,
November 4, 1965; memorandum, Walter Heller to President Johnson, December 21, 1965,
LBJ Library.

8. Memorandum, Duggan to Cater, May 31, 1966; memorandum, Cohen to Califano,
November 4, 1965.

9. Memorandum, Califano to President Johnson, August 11, 1965, handwritten Good. L.,
Ex LE, box 4, LBJ Library.

10. Memorandum, Califano to Gardner, August 27, 1965.

11. Memorandum, Califano to President Johnson, August 11, 1965; memorandum, Califano
to all cabinet of cers and selected agency heads, Administrative Con dential. Eyes Only,
May 31, 1966, C.F., WE9, box 98, LBJ Library.
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Wilbur Cohen’s Private War: The Pursuit of
Medicare Incrementalism

Expanding on Medicare gured prominently in the Johnson White House s
political campaign to hold together its coalition.

Keeping Medicare on the Agenda. Medicare and, speci cally, its expan-
sion remained at the top of the White House s agenda after the 1965 pas-
sage of the Medicare bill for three reasons  the feedback received after
Medicare s implementation, the enduring commitment of Cohen and other
of cials to the original Medicare philosophy of incremental reform, and
the political bene ts it offered a beleaguered presidency.

The implementation of Medicare fed back into policy discussions both
by publicizing the limitations of the existing system of medical care and by
increasing the demands on the already inadequate system (for a review of
research on policy feedbacks, see Mettler and Soss 2004). The adminis-
trative history prepared by the U.S. Department of Health, Education, and
Welfare (HEW 1969: 39 42) explains that, after the launch of Medicare,
major problems affecting the nation s health  especially the inadequacy
of the medical delivery system  took on a greater public pro le. While
the limitations were known before, the passage of Medicare increased
demand and also established expectations among providers and patients
for quality medical treatment. Information about medical care limitations
also began to be generated after Medicare s establishment when HEW
created a more routinized process of evaluation for tracking the nature
and extent of problems. Reporting on the information that HEW was
now collecting, S. Douglass Cater, a senior White House aide, reported to
Johnson that much needs to be done to improve the quality and lower the
cost of medical services for all Americans. 12 Cater later reported back to
the president on work to design legislative proposals for facility construc-
tion because Medicare will impose heavy new burdens on the nation s
hospitals. 13 Additional White House deliberations con rmed the need for
expanded capacity to respond to the new demand for hospital care as well
as physician and dental care.14

12. Memorandum, Cater to President Johnson, October 1, 1965, Ex HE, box 1, LBJ
Library.

13. Memorandum, Cater to President Johnson, December 27, 1965, Ex HES5, box 17, LBJ
Library.

14. Memorandum, Cohen to Cater, March 7, 1966, Cater les, box 20, LBJ Library; HEW
1969.
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The second, and particularly telling, factor pushing Medicare reform
forward was the programmatic commitment of senior administration of -
cials to an incremental strategy of expansion. They were convinced that
Medicare s implementation was creating new opportunities to effectively
make quality medical care available to all Americans. 15 Following Medi-
care s enactment, Cohen secured White House support for an expanded
health care program for the nation . . . [that would be] imaginative and well
thought out. 16 Re ecting back on the Johnson administration s activities
after 1965, Cohen insisted that the original Medicare strategy of adding
new population groups and bene ts was proceeding as planned (Wilbur
Cohen, interview with author, April 1, 1987).

Third, Medicare offered clear political bene ts for a troubled presi-
dency. Paralleling its general strategy for renewing domestic political sup-
port by launching a new Great Society agenda, the Johnson administration
launched a campaign to claim credit for Medicare. From 1966 through the
end of Johnson s term, White House aides fashioned a variety of tactics for
showcasing Medicare s passage as a way to demonstrate the concrete pay-
offs of the presidents zeal to nd new solutions and to diffuse his one-
dimensional identi cation with Vietnam.17 Cater, for instance, proposed
to the president that he should publicly celebrate the rst anniversary of
Medicare s enactment in order to draw public attention to its success in
having a more massive impact on more Americans than any other single
program of your Administration. 18 A series of public events, statements,
and publications trumpeted  as Johnson proclaimed in one report  the
administration s success in [doing] more to assure good health for Amer-
icans than was done in all the years before. 19

The convergence of these pressures prompted Johnson  despite enor-

15. Memorandum, to Califano, August 5, 1965, C.F., FG600, box 36, LBJ Library; memo-
randum, Califano to President Johnson, August 11, 1965; Health Care Task Force, report,
September 10, 1965, Adminstratively Con dential, C.F., FG600, Task Force on Health, box
36, LBJ Library; memorandum, Cohen to Califano, September 13, 1965, Health Care Task
Force Proposals for Fiscal Year 1966 Legislative Program, C.F., FG600, box 36, LBJ Library;
memorandum, Cater to President Johnson, October 1, 1965; memorandum, Cohen to President
Johnson, March 15, 1966, Ex WES, box 15, LBJ Library.

16. Memorandum, Califano to Cohen, August 5, 1965, Con dential, FG600, box 36,
LBJ Library; memorandum, Califano to Cohen, September 3, 1968, Califano les, box 37,
LBJ Library.

17. Memorandum, Duggan to Cater, May 31, 1966.

18. Memorandum, Cater to President Johnson, June 26, 1967, Cater les, box 16, LBJ
Library.

19. Johnson s handwritten note on a memorandum from Fred Panzer to the president, Febru-
ary 22, 1967, Ex FG1, box 14, LBJ Library; Health, note to le, originally drawn up by John
Grupenhoff in HEW, Gaither, box 295, LBJ Library; report attached to memorandum to George
Christian (press secretary), October 15, 1966, Ex FG1, box 13, LBJ Library.
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mous nancial constraints  to make the continued development of Medi-
care a critical component of his second Great Society. In addition to his
private support for placing a high priority on ongoing Medicare reform, he
used his press conferences and signing ceremonies to focus public atten-
tion and the policy-making agenda on expanding Medicare  as his aides
recommended in order to obtain greater public circulation of [his]
intention to recommend major improvements in Social Security. 20 Cohen
spurred Johnson on by informing him that a number of Senators, includ-
ing the president s political rival Robert Kennedy, would introduce a lib-
eralized and expanded Social Security program in the near future. 2L

Designing the First Expansions of Medicare s Eligibility: Kiddycare.
Cohen, who chaired the administration s health care task forces, force-
fully worked the White House s policy-planning process to formulate new
legislative proposals to widen bene ts to those already in Medicare and,
especially, to expand Medicare access to new population groups.

Some of the discussion within the administration followed Johnson s
insistence that the [Medicare] program should be improved further by
widening its bene ts to include prescription drugs for the program s exist-
ing bene ciaries.22 Administration of cials proposed to cover drug costs
in order to further reduce the burden of medical costs on seniors. These
discussions to cover out of hospital drugs under Medicare focused on
the most expensive medicines.23

Although John Gardner, the secretary of HEW, and other administra-
tion of cials supported adding the new drug bene t,24 it was persistently
opposed by the White House s Bureau of the Budget (BOB) and was not
listed as a top priority by Cohen and other Medicare incrementalists. The

20. Memorandum, Cohen to President Johnson, April 6, 1966, Ex FG165, box 239, LBJ
Library; telex, Cater to President Johnson, November 5, 1966, C.F., FG165, box 30, LBJ
Library.

21. Memorandum, Cohen to President Johnson, March 15, 1966.

22. Telex, Cater to President Johnson, November 5, 1966; press release, July 16, 1968, Ex
WES, box 16, LBJ Library.

23. Notes on Question, probably written between December 1966 and January 1967, Ex
Sp2 3/1967/WE4, box 110, LBJ Library; Bureau of Budget Analysis, note to le, October
31, 1966, Califano les, box 61, LBJ Library; Health Task Force Report, report, probably
attached to John Gardner s memorandum to Califano, October 31, 1966, Califano les, box 61,
LBJ Library; memorandum, Bureau of the Budget (BOB) to Califano, attached to memorandum
from James Gaither to Califano, January 22, 1968, Ex Sp 2 3/1968/HE, box 120, LBJ Library;
memorandum, from Milt Turen to Charles Schultze, director of BOB, December 5, 1968, Cali-
fano les, box 37, LBJ Library.

24. Telex, Cater to President Johnson, November 5, 1966, forwarding John Gardner s recom-
mendation for a prescription drug bene t.
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bureau s case, which Cohen and others did not intensely resist (as they did
with other issues), was that adding a new drug bene t would further skew
resources toward seniors: Charles Schulze, the director of BOB, force-
fully argued for assigning a lesser social priority to devot[ing] additional
public funds to the health care of seniors as contrasted to the other age
groups. 25 As one staff member in BOB explained, its preference was for
utilizing [new] funds . . . for other population groups. 26
Under Cohen s steady pressure, Johnson and his administration focused,
as the original Medicare strategy envisioned, on extend[ing] medical
insurance under Social Security and broadening Medicare to include
additional bene ciaries  especially children.2? Although expanding
Medicare to encompass the disabled was considered because they were
no better able to cope with medical costs than seniors, the inclusion of
children received the most sustained attention from Cohen and of cials
at the highest levels of the administration, beginning soon after Medicare
was signed into law in July 1965.28 For instance, Cohen and others lobbied
for holding off proposals that would add a new drug bene tto Medicare
until after plans for covering children were launched.2®
Administration of cials considered scenarios for extending medical
insurance under Social Security to cover [children] across a range of
ages from infants up to one year of age, to children up to six years
of age, to all children younger than twenty-one years of age.3° Deeply
concerned about minimizing immediate demands on the budget and
optimistic about the potential for future incremental expansions, Cohen
led a series of health care task forces that narrowed the scope of the
administration s proposed Medicare extension to infants up to one year
of age.3! Cohen proposed to nance the program  what become known
as Kiddycare  through commitments of general revenues, which, like

25. Memorandum, BOB to Califano, attached to a memorandum from Gaither to Califano,
January 22, 1968.

26. Memorandum, Turen to Schultze, December 5, 1968.

27. Memorandum, Cohen to President Johnson, March 15, 1966; memorandum, Cohen to
President Johnson, March 16, 1966, Ex WES6, box 15, LBJ Library; Health Care Task Force,
September 10, 1965.

28. Health Care Task Force, September 10, 1965; memorandum, Cohen to Califano, Sep-
tember 13, 1965; Bureau of Budget Analysis, October 31, 1966; Health Task Force Report,
October 31, 1966; memorandum, Califano to President Johnson, January 21, 1967, Ex Sp
2 3/1967/WE 4, box 10, LBJ Library; memorandum, Califano to President Johnson, August
11, 1965.

29. Memorandum, Cohen to Califano, February 2, 1968, Ex Sp-2 3/1968/HE, box 120,
LBJ Library.

30. Health Care Task Force, September 10, 1965.

31. Memorandum, Cohen to Califano, September 13, 1965.
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support for Medicare Part B, would make it nancially viable and attrac-
tive to a range of new bene ciaries, as well as through increased premium
payments by employers and employees, which would be deposited in a
new trust fund. States would be required to buy in the children of par-
ents who had not made enough contributions to the Social Security system
to be eligible for its bene ts.32

The most striking feature of the administration s deliberations was the
contentious but ultimately successful argument to extend access to chil-
dren by building on Medicare s social insurance approach rather than by
relying on means testing (as was the case with Medicaid and the later
State Child Health Insurance Program). Articulating the foundational
arguments for social insurance, Cohen was a dogged and forceful advo-
cate for a social insurance [approach that] . . . use[s] the Social Security
mechanism in order to provide health insurance as a matter of right
rather than through the welfare approach. 33 The Medicare program for
the children created a foundation, Cohen explained to Califano, to base
medical care on the standards [of] . . . health rather than welfare consid-
erations and the ability to pay. 34

Cohen insisted that health insurance as a matter of right [would pre-
vent] dependency and would give people of all income levels . . . the
right of access to the same institutions. By contrast, two sets of institu-
tions, one for the poor and another for the better off, would produce, he
warned, disparities in medical care and deter the poor from seeking
needed care.35 He reasoned that more uniform medical care would result
by adopting the principle of universality of protection and making ben-
e ts...available to all persons with no exclusions . . . includ[ing] all of
the poorest people. 36

Although Kiddycare was anchored in social insurance principles and
the Medicare program for seniors, the Johnson administration did adjust
the public rationale. While the administration initially appealed to Amer-
icans sympathy for seniors and for responding to their abject existing

32. Memorandum, Gaither to Califano, January 3, 1968, Gaither, Health Task Force, box
191, LBJ Library; memorandum on Kiddycare, attached to memorandum from Cohen to Law-
rence Levinson, December 26, 1967, Duggan les, box 13, LBJ Library.

33. Memorandum on Kiddycare, attached to memorandum from Cohen to Levinson, Decem-
ber 26, 1967; memorandum, Gaither to Califano, January 3, 1968.

34. Health Care Task Force, September 10, 1965; memorandum, Califano to Cohen,
August 5, 1965.

35. Report on Comprehensive Health Insurance Program (CHIP) proposal, attached to mem-
orandum from Cohen to Califano, January 3, 1968, Ex LE/WES, box 164, LBJ Library.

36. Memorandum, Cohen to Califano, Eyes Only, January 10, 1968, Gaither les, Health
Task Force, box 191, LBJ Library.
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needs, the rationale for covering children focused on securing prospective
bene ts for society and ensuring individual opportunity. Califano reported
to Johnson in 1965 that the expansion of Medicare was designed to enable
every child to have the medical care he needs to develop his capabilities
and to ensure that no child is handicapped by the lack of proper medical
care in reaching the fullest development of his talents. 37 Several months
later, Cohen and Gardner met with Schultze and Cater to develop fully
the possibility of a program of child medical care to start the country on
the road toward a Great Society where no child will be inhibited in the
development of his talents by the lack of adequate medical care. 38

Administration Debates over Medicare Incrementalism and Cohen s Vic-
tory. Cohen anticipated in 1967 that extending Medicare to children would
be as controversial as Medicare was from its inception. 39 In particular, he
expected a return to the familiar pattern of health insurers and the AMA
opposing interference with existing private insurance. . . . [and instead]
recommend[ing] that the needy be cared for through Medicaid. 49 He also
predicted the opening wedge critique  namely, once a program for chil-
dren up to one year of age was established, it would be extend[ed] . . .
to age 2, 4, 6 and then to the entire lifetime of an individual so that eventu-
ally there [would] be a national health insurance plan. Seeking to de ect
attention from his incremental strategy, Cohen counseled the White House
to respond based on the national interest  every child must be born with
the best medical care. . . . some mothers and children do not get the medi-
cal care they need. 4

The administration s discussions of expected interest-group opposition
offer insights into the contingent and variable in uence that these groups
exercised, an important modi cation of the interest-group dominance
account. On some issues (such as the age at which children would be
covered), expected interest-group opposition prodded the administration
to narrow its objectives far short of what was needed, but administration
of cials were not intimidated into inaction. They generally treated the
opposition as one more obstacle around which they would navigate; their
attention was focused on identifying the arguments, policies, and coali-
tions that would offset the opposition.

37. Memorandum, Califano to President Johnson, August 11, 1965.

38. Memorandum, Cater to President Johnson, October 1, 1965.

39. Memorandum on Kiddycare attached to memorandum from Cohen to Levinson, Decem-
ber 26, 1967.

40. 1bid.

41. Ibid.
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What Cohen did not predict was the ferocious and sustained opposition
to Kiddycare from within the White House, led by the BOB and Schultze
and supported by Califano.4? Schultze s principal objection to Kiddycare,
not surprisingly, was the cost of the proposed measure: he warned John-
son that Cohens proposed increase of the payroll tax would present a
major problem and offered a very expensive way to lick the infant mor-
tality problems. Schultze persistently asked the president and his senior
advisors, Do we want to put our resources in . . . a general program or
concentrate on poor Kids? 43 Where Cohen saw the general approach
of extending social insurance to infants as generating political strengths
and spreading the costs among a large pool of workers and employers,
Schultze described it in early 1968 as prohibitively expensive and waste-
ful because it covered those who were not needy. Instead, he favored
a pinpointed attack on infant mortality among the poor by expanding
existing programs for maternal and child care.44

In addition to his scal brief, Schultze questioned the acceptability
of building Kiddycare on the existing social insurance framework a
central assumption of Medicare s original designers. Social Security and
Medicare taxes, he suggested, are accepted because everybody now
working expects to face the hazards of old age. Buta Kiddicare [sic] tax
would be imposed on everyone over 45 years of age to nance a risk they
are no longer facing. 45

Cohen launched a spirited counterattack in late 1967 and much of 1968
by stressing the political and policy payoffs of the insurance approach. He
explained to Califano and Johnson that it would rally longtime, although
recently dispirited, allies and seizea key moment in history by proposing
a broad national health plan that captures the imagination of the Ameri-
can people by its boldness, humanitarianism, and practicality. 46

Countering Schulze s campaign for a means-tested approach to cov-
ering children, Cohen warned Califano that the political effect of this
approach would be a narrow base of support: Limi[ting the program]
to the poor may be desirable from the point of view of cost effectiveness
but it does not appeal to the 50% of the people who consider themselves

42. Memorandum, Gaither to Califano, December 27, 1967, Gaither les, Task Force on
Health, box 191, LBJ Library; memorandum, Cohen to Califano, January 10, 1968.

43. Memorandum, Charles Schultze to Califano, September 27, 1965, Ex FG600/Task Force
on Health, box 364, LBJ Library.

44. Memorandum, Schultze to President Johnson, January 3, 1968, Ex LE/WES6, box 164,
LBJ Library; report on CHIP proposal, attached to memorandum to Califano from Cohen,
January 3, 1968.

45. Memorandum, Schultze to President Johnson, January 3, 1968.

46. Memorandum, Cohen to Califano, January 10, 1968.
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middle class, self-supporting, respectable, [and] independent. 47 With an
eye to the implications for winning the support of public opinion and vot-
ers, Cohen stressed to Califano that people do not want something that is
called a hand-out or welfare. 48

Instead, Cohen returned to the political logic of the social insurance
approach that had become familiar since Franklin Roosevelt: a contribu-
tion [creates an] earned right that gives bene ciaries the psychological
feeling that they have helped to pay for their protection . . . [which] is the
reason why Social Security has been so popular and well-respected. In
contrast to Schultze s claim that Kiddycare would lack public acceptability,
Cohen predicted that the expansion of Medicare to children would widen
its base of support by increas[ing] the degree to which Social Security
covers current risks for younger workers as opposed to the deferred risks
of retirement for older persons. 49

Anticipating the ndings of later research on the positive reinforcing
processes of path dependency (Pierson 2000; Mettler and Soss 2004),
Cohen resisted BOB s pessimism in 1968 by stressing three politically
helpful policy feedbacks from the establishment of Medicare dynam-
ics anticipated by Medicare s original designers. First, he predicted that

there is likely to be less fear [among health care providers] . . . than

there was before Medicare. Emphasizing the policy lessons derived from
Medicare s operations, Cohen explained that doctors . . . are [now] aware
that government-controlled problems have not occurred and that . . . they
have done well nancially under Medicare. 50

Second, Cohen explained that Medicare s operations may have given
authoritative congressional leaders in social insurance reasons to be con-

dent that Medicare was an administratively and nancially preferable

alternative to the means-tested approach. Cohen reported that an insur-
ance approach might appeal (even if it were subsidized by general rev-
enues) to powerful congressional leaders  notably, Senator Russell Long
and Congressman Mills  because the costs of means-tested programs
fall squarely on national and state governments rather than being shared
with employees and employers.5!

47. Memorandum, Cohen to Califano, January 10, 1968.

48. Ibid.

49. Report on CHIP proposal, attached to memorandum from Cohen to Califano, January
3, 1968.

50. Ibid.

51. Memorandum on Kiddycare, attached to memorandum from Cohen to Levinson, Decem-
ber 26, 1967; memorandum, Cohen to Califano, January 10, 1968.
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Third, Cohen contended that Kiddycare would improve the sup-
port of the total program from young persons and create the basis of a
cross-generational coalition in favor of social insurance.52 Re ecting this
approach, the White House calculated that it could activate such a coali-
tion by submitting its proposal for Social Security provisions relating to
children as part of a legislative request to increase the program s pensions
for seniors.53

Cohen s case initially failed to hold the White House s support. In a
telling demonstration of the nancial trade-off of paying for guns in
Vietnam rather than the butter of continuing the Great Society agenda at
home, the Johnson White House sided at rst with the BOB. It calculated
that the political bene ts of building a broad coalition behind extending
social insurance to children were outweighed by the need to restrict its
budgetary commitments to domestic policy and avoid increased taxes.

Through mid-1968, the administration decided, over Cohen s often-stri-
dent objections, to put aside Kiddycare in favor of less expensive programs
that extended existing maternal and child programs for the poor and devel-
oped a catastrophic program to cover children up to age six with a deduct-
ible of $500 per family.54 Gardner, as secretary of HEW, complained to
the White House  as reported to Johnson  that his department s pro-
posals on extending Medicare and taking on other reforms were pretty
generally swept under the rug. 55

Cohen s battle for continuing to build on Medicare s social insurance
approach did revive, however, after Johnson withdrew from the 1968 cam-
paign and vice president Hubert H. Humphrey stepped in. With Humphrey
exerting more in uence over internal deliberations as he ran his presiden-
tial campaign, White House aides prepared proposals for the expansion
of Medicare to equip the Democratic nominee to heighten the contrast
between Nixon s vague promises and your concrete proposals for dealing
with America s most urgent problems. 56 Handwritten notes of a conversa-
tion between a senior White House aide and Johnson in the spring of 1968

52. Report on CHIP proposal, attached to memorandum from Cohen to Califano, January
3, 1968.

53. Memorandum, Califano to President Johnson, January 21, 1967.

54. Memorandum, Cohen to Califano, January 11, 1968, Gaither les, Health Care Task
Force, box 191, LBJ Library; statement, President Johnson, February 28, 1967, attached to

Health, Gaither les, box 295, LBJ Library.

55. Memorandum, Cater to President Johnson, March 22, 1967, Cater les, box 16, LBJ
Library.

56. Memorandum, Califano to Hubert Humphrey, September 25, 1968, McPherson les,
box 30, LBJ Library.
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indicate that the president decided it was time to gear up Kiddycare and
to go for all politically. 57 Cohen reports that Humphrey had decided to
propose Kiddycare if he were elected president (Wilbur Cohen, interview
with author, April 1, 1987).

Choice and Consequences

In sorting through strategic options in the face of a daunting set of eco-
nomic and political constraints, senior officials in the Kennedy and
Johnson administrations (including Cohen) decided to sacri ce effective
administration during the formulation of Medicare legislation in order to
minimize the political risks of large and visible government roles in health
care. Although the contending pressures are clear, the future consequences
of this decision  as displayed in criticisms of Medicare s ineffective cost
control during the 1970s and early 1980s  were signi cant.

One of the most striking and underappreciated aspects of the early
1960s internal debates about Medicare s nancial administration was the
clear and accurate discussion of the potential for substantial future cost
escalations. Civil servants in the Kennedy and Johnson BOB and HEW
recommended establishing centralized budgetary control over Medicare
because it offered the most effective long-term administrative structure for
the program. In particular, they proposed direct federal administration
over the disbursement and use of Medicare s funds in order to control the
quality of care and prevent waste and unreasonable costs (Jacobs 1993:
chaps. 5 and 7).

The Kennedy and Johnson administrations rejected this advice, how-
ever, in order to mitigate the potential receptivity of Americans to charges
by medical providers that Medicare would impose big government that
interfered with the free choice of patients and the decisions of doctors.
Instead, the Kennedy and Johnson White Houses (with Cohen s approval)
insisted on using private intermediaries such as Blue Cross, Blue Shield,
and private insurance companies to visibly distance the government from
providers.

The decision to reject advice to establish centralized budgetary control
complicated the implementation of Medicare and, of great importance

57. Handwritten notes based on conversations with President around the period of assassi-
nations of Martin Luther King Jr. and Robert Kennedy, attached to note from Levinson, January
17, 1969, Levinson les, box 5, LBJ Library.



