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The Development of the American Health Insurance System After the Failure

of Truman’s “National Health Insurance” campaign (1950-1991)

Zhu Xian"®

Abstract

Private health insurance in America entered a new era of expansion after the failure
of President Truman’s “National health insurance” campaign in 1949. In the years there
after, U.S. employers, led by major corporations, expanded their health programs to extend
insurance coverage to employees. By the end of the 1960’s, private health insurance had
emerged as a pivotal part of the American health insurance system with its participants
accounting for 70% of the population. In 1965, the U.S. Congress created two public health
systems to reinforce the nation’s health security system: “Medicare” and “Medicaid”, the
former to provide medical aids for people of 65 or over and the latter to extend medical
assistance to low-income families.

Major U.S. corporations expanded the health insurance coverage for their employees
in 1950s-1960s. Aside from savings resulting from tax exemption related to medical
expenses, increase in health benefits enabled the management to promote a better
relationship with employees, thus contributing to increased productivity as well as
stability of the business enterprise. Many big corporations, by means of their dominant
positions in the market, could also raise the prices of their products and shift the medical
burden to the consumers. Small employers, in order to attract the labor forces needed for
their operations, also provided health insurance for their employees.

The economic recession following the oil crisis in 1973, together with the continuous
rise in medical costs, brought about a drastic change in the health policy of U.S. business
community. As employers undertook measures to contain medical expenses, some
employees lost their health coverage and many more were compelled to increase their
share in health costs. Employees of small business suffered more than those working for

big corperations.
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Medicare and Medicaid also adopted measures to contain medical expenditures as the
country entered the 1980s. The result was an enormous increase in the financial burden of
their participants. A number of Medicaid participants even lost their coverage due to
restriction of eligibility. Although some labor and political leaders pointed out the need for
a national health insurance program in the early 1970s, their efforts failed to gather
nation-wide support due to the Vietnam War and the ensuring recession.

As a health security system, the American health insurance system possesses a
number of characteristic features :(1) its structural instability as a national health
maintenance system, (2) lack of fairness in the treatment of its participants, (3) the system
itself embraces the forces that resist its reform, and (4) The increasing medical burden of

U.S. major corporations weakens their competitiveness in the global market.



