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JENNIFER KLEIN

The Politics of Economic Security:
Employee Benefits and the Privatization

of New Deal Liberalism

Since the late nineteenth century, American employers have relied
on a program of welfare capitalism to deflect incursions into the
workplace from the regulatory state or organized workers. Welfare
capitalism encompasses social welfare benefits and health, safety, or
leisure programs offered through the workplace—programs estab-
lished and directed by the employer. In periods of labor upheaval
and political social reform, American firms have relied on work-
place social welfare as a private, managerial response to political
pressure from the state and workers—particularly when workers
sought to use the state to improve working conditions and guaran-
tee economic security. Where or when employers no longer faced
these threats, managers reasserted their control over the terms of
work, compensation, and security. Out of this conflict emerged a
public-private welfare regime, heavily tilted toward private sources
and based on the exclusion of those who most needed economic as-
sistance. Any narrative of the American welfare state, therefore,
belongs within the century-long story of welfare capitalism.1

The New Deal was a watershed in American political culture
and political economy, establishing both a set of structural relation-
ships between business, labor, and the state and a set of ideological
expectations that governed their interactions. As a result of New
Deal legislation, the national government, for example, would di-
rectly intervene in financial, agricultural, housing, energy, and la-
bor markets. The state entered the formerly insular employment realm
and compelled employers to pay minimum wages, old-age pensions,
and unemployment compensation and to recognize unions and maxi-
mum-hours restrictions.
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The federal government’s new role in economic security mat-
ters had a ripple effect among community and economic institutions.
With the passage of the Social Security Act, labor unions and com-
munity groups sought ways of building on its foundations, organiz-
ing local residents both to demand expansions of government income
support and to build institutions that could provide social services.
The late 1930s and early 1940s would be a period of innovation and
creative experimentation in health-care projects, perhaps more so
than in policy formulation, as trade unionists, leftists, African Ameri-
cans, rural residents, women’s auxiliaries, and physicians experi-
mented with economic security programs that would have developed
a base of security independent of employers. Subsequent historiog-
raphy, by picking up the story in 1945, has missed the vitality of this
earlier period.1 Yet it was the New Deal’s promotion of security that
impelled labor to seek new health benefits for its members—not the
War Labor Board and not wartime tax breaks.

The social welfare institutions that such activists and commu-
nity members hoped to construct would have been nonprofit orga-
nizations distinct from both employer welfare plans and commercial
insurance policies. Contrary to political science arguments that have
projected labor’s late twentieth-century positions on private health
plans back into this earlier period,3 organized labor did not initially
share the corporate design for firm-based health benefits. Even after
World War II, organized labor promoted health programs that could
have transcended the limits of firm-based collective bargaining and
broken the links between benefits and the firm. Moreover, organized
labor hoped to use the power of the federal government to bolster
these efforts and provide resources, thus firmly connecting citi-
zens to an expansive welfare state. In the political culture of the
New Deal order, security entailed an explicit element of public
power.

This story, of course, is more than one of unions and health
plans; likewise it is a broader story than the determinative agency of
professionals (physicians) or the state and the character of the state’s
institutional apparatus.4 While the state is capable of independent
action, we still have to consider how the state is bound up within a
network of relationships among economic institutions (business firms
and financial intermediaries), labor unions, and service institutions.
Elsewhere I have written about the development of commercial group
insurance and Blue Cross and the intersection with legislative bills
for national health insurance.5 This article attempts to show how
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relationships between business, labor, and the state determine social
welfare regimes and labor’s compensation. Rather than a story of
“Truman versus the medical lobby,” the politics of security involved
a political struggle between business and labor; commercial insurers
and nonprofit, community- or labor-controlled means of social pro-
vision; the state; and private capital. These relationships, of course,
shift over time, and as the balance of power tips toward different
players, a new set of political options becomes possible. In order to
explain the passage or defeat of social policies and the structure of
particular public and private social welfare benefits in the United
States, therefore, it is necessary to examine the balance of power in
the political economy.

The temporary balance of power struck by any given reform era
ignites real political struggles. In the 1940s, the federal government
played an essential role in labor-management bargaining; state power
made possible the presumptive postwar “labor-management accord.”
For the same reason, from the moment of the “accord’s” inception,
American corporations fought aggressively to sever the links between
the state and workers. If the National Labor Relations Act (Wagner
Act) and the Social Security Act challenged employers’ preroga-
tives over the conditions, compensation, and security of employ-
ment, how was it that the political struggles that then ensued between
business, labor, and the state could turn this result around, enabling
business instead to use the state to insulate and control such osten-
sibly public matters? In the 1950s, corporate leaders reconstituted
the balance of power between business, labor, and the state. They
could not restore the political economic order of the pre-Depression
era. But in the 1950s, business interests were able alter the role of
the state in industrial relations politics, and in fact to use it to sus-
tain an increasingly insular, private, firm-centered definition of se-
curity.

From midwestern cities to southern towns, to West Coast in-
dustrial and construction sites, doctors, unions, employers, and con-
sumers began developing health-care programs in the 1930s that
would enable patients to pool the risks and costs of sickness and
injury, thus bringing medical care within the reach of more people.
Labor activists, as new supporters and constituents of the welfare
state, also actively participated in the movement for health security.
In the late 1930s, in the era of the Popular Front, this perspective
was represented by a broad coalition of community-oriented activ-
ists, from leftists, who called for health cooperatives to serve work-
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ing-class families, to business unionists, who asked employers to de-
duct private insurance payments from wages. Many of the programs
that labor activists hoped to build stressed provision of services for
all who needed them, over cash indemnification for costs incurred
by the worker. Labor and New Deal reformers viewed security against
sickness as a matter of class justice, equality, and a citizen’s right to
social security.

In the summer of 1938 the Roosevelt administration sponsored
a National Health Conference in Washington D.C. More than 150
activists attended, representing labor unions, farmers’ groups, medi-
cal societies, hospital associations, social workers, government agen-
cies, women’s organizations, and philanthropic foundations. The
community activists who came from both farm communities and
gritty industrial cities tended to be women. The CIO unions, such
as the United Auto Workers (UAW) and the Steel Workers Orga-
nizing Committee, were represented largely by women activists.
Community labor activists such as Florence Greenberg, formally rep-
resenting the Steel Workers Women’s Auxiliary, demanded not only
compulsory health insurance but also housing projects, programs of
popular health education, early detection and prevention of syphi-
lis, tuberculosis, pneumonia, and cancer, well-enforced occupational
hazards laws, and inclusion of African Americans and Mexicans.
Greenberg along with Eve Stone, of the UAW-CIO Women’s Aux-
iliary, Elizabeth Johnstone, of the Women’s Auxiliary of the Amal-
gamated Association of the International Steel and Tin Workers,
and Harriet Silverman, of the People’s National Health Committee
(PNHC), also asked for government support in creating community
health centers that would service “diagnostic, preventive, and cura-
tive needs.” These women were leftist, Popular Front activists; they
ratified the New Deal welfare state project and sought to build a
broader base for working-class security and power.6

The Health Conference, as well as the Social Security Act and
New Deal more generally, further stimulated a grass-roots health se-
curity movement. Activists began designing, constructing, or par-
ticipating in community health programs. In Chicago, Florence
Greenberg’s hometown, trade unionists and social welfare reformers
pursued two strategies for health security. First, the activists who
attended the Health Conference formed the Citizens Committee for
Adequate Medical Care, of which Greenberg became vice chairman.
The committee held a mass meeting in Chicago to discuss health
security, drawing representatives from AFL and CIO unions, Hull
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House, YWCA, YMCA, National Negro Congress, the Chicago
Association of Medical Students, and Chicago’s Non-Partisan La-
bor League. The Committee for Adequate Medical Care mobilized
for promoting the passage of national health legislation but also
improving the health facilities in Chicago and making them acces-
sible to African Americans and the working class. In 1939 the com-
mittee began agitating for Cook County Hospital to establish
outpatient clinics in working-class neighborhoods. Committee ac-
tivists held conferences with officials of the hospital, the Cook
County commissioner, and the City Council’s Committee on Health.7

Harriet Silverman, executive secretary of People’s National Health
Committee, an organization that drew together Dr. Louis Wright of
the NAACP and A. Philip Randolph, women from the Women’s
Trade Union League and YWCA, progressive physicians and trade
unionists on its board, helped set up activist chapters in cities such
as Cleveland, Philadelphia, Pittsburgh, and New York.8

Second, unions and other organized groups in cities like Chi-
cago, Milwaukee, Cleveland, Berkeley, Los Angeles, and New York
launched a process of education, experimentation, even enrollment,
in local health plans. The Chicago Teachers Union began an exten-
sive study of health issues and insurance for medical services in the
fall of 1938. The Teachers Union and the Chicago Post Office Clerks’
Union chose to enroll in a prepayment plan with the Civic Medical
Center, a private group practice clinic. Based on a service model
(rather than an insurance indemnity model), subscribers paid a fixed
monthly or annual fee and in return received full medical services
and an annual full physical examination. Members could also select
their own personal physician from the staff of the center; the physi-
cian would then refer them to specialists.9 In Milwaukee, workers
joined a similar program, the Milwaukee Medical Center. As was
the case in Chicago, many of the members came from white-collar
unions or organizations: postal clerks, teachers, and office workers,
workers with steady year-round incomes.10

While calling for disability and health insurance to be added to
the Social Security Act, William Green and American Federation
of Labor (AFL) staff instructed union activists on the differences in
various health plans sprouting up in many communities. Beginning
in 1936, Green argued for the importance of group medical practice
and health centers in pooling costs and producing economies that
seemed to make possible a greater level of services for working fami-
lies.11 Prior to the war, Green urged unions to seek out plans that
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gave the union a voice in administration, or at least in the structure
of benefits.12

Health security defined a relationship between citizens and the
New Deal, not employees and employers. During this period of fer-
ment and experimentation in the late 1930s, unions and employee
groups decided, independently of employers, to subscribe to a health
plan. On the whole, they were not part of a process of collective
bargaining. Unions decided health security was a service they wanted
to obtain for their membership. Setting up “Social Security Com-
mittees,” they researched the available options, established contacts
with local plans, and signed contracts directly with the local health
plan. Moreover, during this period the labor movement promoted
ideas that would meet the problems of the working-class community,
even if they did not have the resources or political strength to carry
them out.13 Unlike earlier forms of union self-help or mutual-ben-
efit fund, these group health programs and health centers had the
potential to become community, social service institutions. Allied
with other groups in the community, health activists intended to
construct programs that rested on a broader view of health and health
care than just reimbursement for part of the costs of technologically-
intensive hospital care. Labor, New Deal, and leftist health activists
supported community rating: every one in the community who be-
longed to a medical or hospital service plan paid the same rate, a
community rate, so that those who were healthier helped subsidize
those who needed services more often. Community members shared
the costs of sickness. Other group plans relied on progressive, gradu-
ated membership fees, with dues based on a percentage of family
income. In this initial phase of health insurance activism, the labor
movement saw health security as a two-tiered project: federal gov-
ernment subsidy for insurance nationally and group practice plans
at the community level.14 Community residents in Greenbelt, Mary-
land, a New Deal planned town, formed not only the Greenbelt
Health Association group medical plan, but followed this up by start-
ing the Prince George’s County chapter of PNHC to press for fed-
eral health policy.15 In this historical moment, the politics of security
was based on a set of relationships between a wide range of commu-
nity activists, community organizations, and an activist state.

These types of programs continued to germinate as America
shifted its focus to war. Thus before and during World War II, com-
munity groups were engaged in local experimentation—in building
citizen-based, or citizen-responsive, institutions at the local or even
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regional level. By picking up the story of private employee benefits
during or after World War II, the breadth and vitality of these ear-
lier experiments has been lost, as has their connection to the Social
Security politics of the New Deal. Instead, the more accurate ques-
tion to ask is how the evolution of New Deal political economic
relationships and the fashioning of a more permanent industrial re-
lations regime during the war had an impact on the politics of secu-
rity.

A key institution in the construction of the postwar collective-
bargaining regime was the National War Labor Board. It has become
a truism that the War Labor Board instigated the spread of pecuni-
ary fringe benefits, such as group insurance and pensions, but this is
not really an accurate reading of the board’s actions. Between 1942
and 1945, the NWLB issued a mixed bag of rulings on employee
welfare benefits. The board’s overriding imperatives were to limit
strikes, keep war production running smoothly, and contain infla-
tion. In general, the WLB took a rather conservative position re-
garding insurance benefits, contending that it would not order
something that “would be a distinct innovation in the industry.” In
a 1942 case involving employees of the Strand Baking Company,
the board also indicated that it would not endorse health insurance
where “the work is not characterized by extraordinary hazards.” Yet
even when petitioning employees subsequently made the case that
they worked under particularly hazardous conditions, as in the case
of munitions workers at U.S. Cartridge Company, the board denied
their request for a compulsory insurance plan. These cases set a pre-
cedent that the board adhered to throughout the war: it would not
order establishment of an insurance or other benefit plan in a dis-
pute case. The board frankly reaffirmed this position in the Basic
Steel Cases in 1944 and the U.S. Rubber Case 1945.16 Nor would
the board take on the role of the union’s heavy in forcing employers
to liberalize existing group insurance plans. When employees of the
Philadelphia Transportation Company petitioned the board to im-
prove an already existing company pension plan, the board ruled
that it would not order changes in existing pension plans.17

There was, however, a second group of cases in which the WLB
consistently ruled in labor’s favor: compelling management to guar-
antee already existing benefits. The board was willing to order com-
panies that did provide insurance benefits to maintain them for the
duration of the war. From 1943 on, the board ruled that companies
could neither alter nor abolish their existing insurance, sick leave,
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or pension plans. Late in the war, the NWLB went a step further,
ordering employers to include sick leave, disability wage plans, and
group insurance in labor-management contracts, arguing that these
aspects of the employment relation belonged in written contracts.18

These types of cases had several rationales. New Deal ideology
supported the notion of industrial rights and economic security as
essential components of citizenship. New Deal legislation, from the
Wagner Act to the Social Security Act to the Fair Labor Standards
Act, had conferred rights on American workers, as well as corre-
sponding duties on employers to participate in the new framework
constructed to promote workers’ security. Within this milieu, the
board on some level enforced the New Deal right to security—even
if it took a rather circumscribed form. On the one hand, the board
declared that “employers have no greater legal or moral obligation
to pay insurance premiums for their employees than to pay their food,
rent, or clothing bills.”19 If, however, employers had made the deci-
sion to provide such benefits, they would have to follow through on
their promises—at least in making sure the plan continued to exist.
Arbitrary managerial power in this case was no more acceptable than
spontaneous job actions by workers. At the same time, the board’s
first priority was to keep war production going. On the most basic
level, board members sought to preserve the status quo in a work-
place so that employees would not get disgruntled, walk out on strike,
and interrupt production. In return for workers’ subordinating their
interests to the imperatives of unlimited production, the state would
enforce their rights; unions would not have to do so through self-
help.20

For the legal theorists and industrial relations experts who sat
on the NWLB, workers’ rights would be based upon the specific lan-
guage in a contract, and the contract would function as a “constitu-
tion” or “ ‘a basic statute for the government of an industry or plant.’”
An overriding faith in contractual procedures infused the War La-
bor Board’s rulings on welfare benefits (as well as many other is-
sues)—an ideology that would gain coherence after the war as
“industrial pluralism.” Board members believed that by routinizing
interactions between management and workers through collective-
bargaining contracts and through bureaucratic grievance procedures
established therein, they would construct a dependable, rational sys-
tem of industrial jurisprudence, hence eliminating labor-management
strife. With a collective-bargaining contract in place, Archibald Cox
wrote, “the rule of law would be substituted for absolute authority.”21
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This emphasis on contract as a marker of equality between la-
bor and capital is the most important legacy of the NWLB. By send-
ing unions the message that disputes should be settled by establishing
contractual features, rather than through workplace activism or grass-
roots political pressure, the War Labor Board encouraged an increas-
ing reliance upon collective bargaining. As unions began to focus
on getting social security demands included in a labor-management
contract, as a demand extracted from management, the labor move-
ment began to move away from the independent health projects ini-
tiated prior to the war. Labor-liberal support for social security
through community projects and national policy aimed to compen-
sate for the uncertainties of the employment relationship, as well as
the arbitrary control over security exerted by employers prior to the
New Deal era. The emphasis on social security benefits obtained
through collective bargaining would, in the long run, refocus health
security on the employer and what the employer was willing to provide.

After the war, the links between security, industrial relations,
and government policy that were an essential part of New Deal lib-
eralism became increasingly attenuated. Health security instead be-
came part of a resurgent welfare capitalism, as employers sought to
check the growing assertiveness of labor, the intrusion of the state
into labor relations, and what manufacturers perceived as “politi-
cized bargaining.” Insurance companies, also responding to the newly
legitimized imperatives of security, helped employers impede na-
tional-level or industry-level bargaining and rejuvenate welfare capi-
talism.

Insurance companies too were compelled by the politics of se-
curity. Within a year after the Social Security Act’s passage, com-
mercial insurers came to see federal Social Security as a great boon
to the “security business.” Social Security “helped make the nation
security conscious,” touted Equitable Life’s Vice President William
Graham.22 Insurance executives instructed their agents to incorpo-
rate the new Social Security program into their sales strategies, em-
phasizing that federal old-age pensions would meet only the barest
of subsistence needs. In the late 1930s and 1940s, insurers marketed
group pensions, hospital, surgical, and medical policies to build on
the security foundations laid by the federal government and indeed
promoted such private policies as “supplemental social security.”23

Commercial insurers primarily sold health coverage in the form of
group insurance: a single policy sold to an employer to cover all
employees under one group risk factor. The employer is the only
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legal policyholder. Commercial insurance policies were based on a
cash-indemnity, fee-for-service payment scheme.

During the early years of the war, insurers stepped up their ef-
forts to sell their wares, especially their newest lines, hospital, surgi-
cal, and disability coverages. Companies like Metropolitan, Aetna,
Prudential, and Equitable made it easier for employers to put a pro-
gram in place swiftly before “getting the employees and perhaps the
unions’ approval.” As local unions were rapidly enrolling in Blue
Cross, insurers allowed employers to pay the first month’s premium,
announce that the policy had been put in place, and then let em-
ployees “sign up.”24 The large insurance companies also set up pay-
roll-deduction systems to cover the policies. Just as the first version
of the Wagner-Murray-Dingell bill for comprehensive public health
insurance appeared, the insurance trade press and associations urged
companies to “keep up with the social planners.”25 These efforts soon
bore fruit: the number of persons covered by commercial hospital
insurance increased from 1 million before the war to 8.5 million by
1944.26

These changes were significant for several reasons. First, they
allowed the perpetuation of a unilateral approach to employee ben-
efits, just as unions were demanding a negotiated one. Second, when
unions brought grievances over fringe benefits to the War Labor
Board, the board rarely ruled in the union’s favor if the plan had
already been unilaterally implemented by the employer. And ulti-
mately, they helped establish, or in many cases reinforce, close rela-
tionships between insurers and employers. Such exclusive
relationships would persist after the war had ended and complicate
collective bargaining over insurance when unions made their big
push for benefits in the late 1940s.

At the end of the war, insurance companies faced potential com-
petition, then, not only from the state, in the form of legislative
proposals for national health insurance, but from a set of quasi-pub-
lic, labor-oriented health-care programs.27 Since insurers did not
provide the medical services, and in fact had no relationship with
service providers in these early years, they had to make sure that
hospital service plans and physicians’ medical plans did not shut them
out. They had to preserve room for themselves as third-party indem-
nifiers. Blue Cross, an alliance of hospitals, dominated the market
in most locales.28 If insurers were to gain any clout, they would have
to represent large groups of potential patients. They needed an alli-



THE POLITICS OF ECONOMIC SECURITY44

ance that would serve as a bulwark against the service providers’
alliances.

Insurance companies found that ally among large corporate
employers, unionized and nonunionized. By 1946, large manufactur-
ers were quite receptive to the message. These employers wanted to
restore the managerial prerogatives they saw under attack from both
the New Deal state and unionized workers. They took unionism in
basic industry as a given, but they wanted to take the offensive—
both ideological and economic.29 As Business Week advised execu-
tives, “Management, for the first time, is faced with a broad social
demand—the demand for security,” a feature story opined. “But if
management does not use it wisely, the worker is likely to transfer
his demands from the bargaining table to the ballot box.”30 Employ-
ers had to quell these demands, first, without bringing in the state
and, second, without expanding the power, authority, or moral le-
gitimacy of the unions. Whether a redistributive social policy would
be realized through social insurance or the Wagner National Labor
Relations Act or other corporatist means, it had to be stopped.

Despite compromises organized labor made during the war to
maintain its collaborative relationship with the Democratic Party,
with the onset of postwar reconversion many union activists intended
to push for social-democratic corporatism in industry and an expan-
sion of New Deal social rights.31 The labor movement emerged from
the war with economic power that also was explicitly political. Ba-
sic employment decisions from wages to time shifts to compensation
had been decided in public venues with the participation of state
actors. The question was: how, or to what extent, could labor use
New Deal and wartime political structures to transform economic
relationships and realize labor’s broader economic security goals?

The first bold, comprehensive, and visible move was taken by
the United Mine Workers. During the first postwar bargaining round,
John L. Lewis demanded that coal operators finance a health and
welfare plan. Determined to show that he was not beholden to “a
corporate state and all its manifestations,” and that the pro-Demo-
cratic party CIO was headed down the wrong path, Lewis put a union-
run, private social security program at the center of his postwar
bargaining goals. When the Coal Operators balked, Lewis took the
bituminous coal miners out on strike on 1 April 1946. Invoking the
War Labor Disputes Act, President Truman seized the mines after
six weeks of work stoppage. With the mines now officially under the
jurisdiction of the Interior Department, the Secretary of the Inte-
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rior took a seat at the negotiating table. The federal government
would now be responsible for settling each of the demands presented
by the union, including a health and welfare fund.32

Secretary of the Interior Julius Krug was ready to make a deal
where the mine owners were not. Truman and Krug consulted with
the Social Security Administration on the issue of a union-run health
and welfare fund. The Social Security Administration’s Bureau of
Research and Statistics provided technical assistance in designing
the union-run welfare program. On 29 May, Krug and Lewis signed a
contract, which included a medical and hospital plan, a retirement
fund, and provisions for coordinating the two.33 For Lewis, the most
important element was that of union control. With pressure from
the Truman administration, the mine owners would pay for a union
Welfare and Retirement Fund, financed by a royalty assessed on the
amount of coal extracted by union workers. The union would con-
trol the fund by controlling two of the three plan trustees. The own-
ers conceded: it would be the union’s fund.34

Thus although Lewis set out to prove the UMW’s independence
from the New Deal state, his success in winning his goals certainly
owed a great deal to the intervention of the state and sympathetic
government officials. The Social Security Administration and the
Public Health Service recruited staff for the UMW program. Physi-
cians, public health experts, and industrial health experts came from
the Public Health Service and the Farm Security Administration,
which had run rural medical programs during the 1930s and World
War II. The settlement also included the stipulation that the federal
government would conduct a comprehensive survey of the available
medical services and health-care needs of miners and their families.
Federal surveyors visited mining towns and mining camps inspect-
ing the actual workings of the company doctor system, testing the
claims of coal operators that they were taking care of their employ-
ees. Here was a direct and threatening intervention of the state into
the employment relation.35

Although the UMW programs would not dispense benefits un-
til the end of the 1940s, and wrangling over the details continued
for several years, labor leaders were impressed by what Lewis and the
UMW had done. Lewis might not have won precisely what he
wanted, but CIO leaders perceived it as a victory on union terms. It
appeared that the UMW had extracted resources from the coal op-
erators that would be shifted into a true workers’ security program, a
program in which Lewis and his advisers could experiment. They
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would implement the ideas and practices of group-practice medical
centers and service plans; and they could build medical services that
served community needs. Moreover, the settlement was industry-
wide. Neither CIO nor AFL unionists intended to abandon their
support for an expanded welfare state, but they had the sense that
Lewis had shown a way in which labor could build on the collective-
bargaining regime fashioned by the NWLB and make it part of the
broader politics of security. At the first postwar convention of the
CIO in November 1946, CIO leaders resolved to include social se-
curity programs in their collective-bargaining demands.

After the war, labor health experts maintained a vision of health
security linked to communities, not employers. According to this
model, labor health experts envisioned a not-for-profit community
plan in which a board of trustees, or a nonprofit foundation, con-
tracted out for services. Public members and labor representatives
would have representation on the board, as well as health profes-
sionals. As presented in the United Auto Workers’ model in the late
1940s, groups of physicians, working in cooperation with hospitals,
would sign a contract with a UAW/community board of trustees.
The payment scheme would be based on capitation. The board of
trustees would also run other social security programs, such as re-
habilitation, unemployment compensation, and old-age benefits.
This was no mere insurance contract. CIO and AFL leaders shared
the same ideas about model health plans. Invoking models such as
the Group Health Insurance Association of Puget Sound, the Ar-
rowhead Health Association in Minnesota, Greenbelt Health Asso-
ciation in Maryland, Nelson Cruikshank, the A.F. of L.’s leading
spokesperson on health insurance noted, “these progressive programs
are going in the direction we in the labor movement want to go.”
They offered “local, consumer-controlled, comprehensive medical
services.”36

Moreover, while these were community-based programs, labor
saw health security as a public project with permeable boundaries
between the state and voluntary institutions. In trying to offer health
services, trade unionists regularly called on the expertise of the So-
cial Security Board. Unions interested in setting up health and pen-
sion programs or enrolling in health insurance sent proposals to I. S.
Falk at the board for review.37 Throughout the 1940s, staff of the
SSB Bureau of Research and Statistics assessed the merits and draw-
backs of available private health insurance plans and recommended
group practice plans.38 In turn, the AFL and CIO sent their social
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insurance experts around the country in the 1940s and 1950s to edu-
cate people on the possibilities for organizing prepaid, group-prac-
tice plans in their communities. Throughout the 1950s, organized
labor pressed Congress for federal subsidies to construct community-
based group health plans and facilities.39

While ideally labor and health activists hoped that national
health insurance would eventually provide a financing mechanism
for these programs, more immediately some CIO unions focused on
the idea of employers paying a flat percentage of payroll over to the
union. Following the path laid by John L. Lewis, the union would
then use these funds to build an independent health, welfare, and
retirement program. In 1946, the UAW instructed all locals to de-
mand a social insurance program based on a straight employer con-
tribution to the union of 3 percent of gross earnings of employees.40

At this moment, it looked like the UMW model might be viable for
other unions in various regions. The initial postwar demands for
health and pension plans, then, were envisioned as independent pro-
grams that took a percentage of payroll and put them in to union-
run, or union-determined, social service programs. This strategy did,
in an important sense, attempt to shift power relations within the
industry; it was intended to take security out of the realm of person-
nel policy, out of the realm of welfare capitalism.

Structured in this way, employers and the National Association
of Manufacturers (NAM) interpreted the demands of the UMW and
UAW as a fundamental challenge to managerial prerogatives. First,
employers characterized this type of plan as a tax upon industry. Sec-
ond, as the NAM charged, “not only do these plans represent a heavy
payroll burden, but they go right to the heart of management’s rela-
tions with employees by driving a wedge which tends to make the
employee feel that his bargaining agent is more sympathetically con-
cerned with his well-being than is his employer.”41 Moreover, busi-
ness leaders saw these type of welfare demands as having political
ramifications. As the NAM charged, “This tax . . . is for the ‘eco-
nomic protection’ of the mine workers, according to the demand. . . .
It would take little ingenuity to construe ‘economic protection’ to
mean political activity, since economics and politics have definitely
become partners.”42 To business, this strategy smacked of European-
style corporatism and “politicized bargaining.” The link between
union power and the federal government would have to be severed.
Facing John L. Lewis on one side and Harry Truman’s Fair Deal on
the other, employer associations sought to accommodate these dual
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threats by developing a more sophisticated form of welfare capital-
ism to compete with the state and the unions.

For employers, the unilateral purchase of commercial group in-
surance offered one key to containing union power and union po-
litical goals. Amid the postwar strike wave, commercial group health
sales surged, after which steady growth lasted for the next three de-
cades. Between 1945 and 1947, the number of persons covered by
commercial group hospital and surgical insurance doubled, rising from
7,804,000 in 1945 to 14,190,000 in 1947. Group accident and sick-
ness insurance (disability wage) covered 9.5 million workers by
1948.43 Unionized companies, such as General Motors, Ford Mo-
tors, Republic Steel, U.S. Rubber, Standard Oil, U.S. Steel, Socony-
Vacuum (Standard Oil), General Electric, International Harvester,
and Westinghouse—all longtime policyholders with Equitable, Met-
ropolitan Life, John Hancock, and Aetna—expanded their existing
group policies to include coverage ranging from minimal disability
to hospital-surgical plans. Inland Steel contracted with Equitable
for the full compliment of group life, disability, accidental death and
dismemberment, hospital, and surgical insurance. In fact, by mid-
1947, over half of the employees in basic steel had group hospital-
ization insurance. Nonunionized companies, especially consumer
goods industries with relatively stable employment patterns, pur-
chased the most full-scale health insurance packages. Johnson &
Johnson, Kodak, UpJohn Company, Bristol Meyers, The Borden
Company, Colgate Palmolive, and Pillsbury Mills installed hospital,
surgical, disability, and even limited medical insurance plans.44

The majority of these new group health insurance sales repre-
sented employer modification of existing policies—without union
input or union revision. The major firms in steel, rubber, auto, elec-
trical, and oil industries repeatedly rejected union requests to nego-
tiate over the actual substance of the benefits.45 A 1950 survey by
the Conference Board found that about one in three contracts pro-
vided for either new or revised group insurance plans. In the face of
New Deal demands for social entitlements, these companies clung
to an older tradition that defined health benefits as “gratuities given
by employers to employees.”46

To maintain full control over benefit plans, employers also turned
to legislative remedies to defuse state-backed collective bargaining.
Business interests had been circulating blueprints for revising the
Wagner National Labor Relations Act throughout the first half of
the 1940s. Their proposals focused on prohibiting unionization of
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foremen and supervisory employees, industry-wide bargaining, the
closed shop, and boycotts. After the United Mine Workers won its
union health and retirement program, revisions of the NLRA (what
would become the Taft-Hartley Act) came to include restrictions on
union trust funds and welfare funds. Additionally, executives, such
as Charles Wilson of General Motors, called for a provision explic-
itly excluding welfare and pension benefits from collective bargain-
ing. Given that collective bargaining was supposed to offer the sure
road to industrial peace, Congress was not about to pass such out-
right bans. Congress did, however, include in the Taft-Hartley law a
requirement that employers had to share equally in the administra-
tion of any welfare or retirement plan. Unions could not run them
independently. Preventing union control of social security for Ameri-
can workers clearly became an essential component of curbing union
power. With the Taft-Hartley Act, employers had improved the cli-
mate within which they could restore welfare capitalism.47

In the wake of the Taft-Hartley Act, the role of the New Deal
state in collective bargaining began to contract. At the close of the
decade, the Truman administration intervened to help end a steel
industry strike, but the outcome here would be different than in
mining. The United Steelworkers had gone on strike because big
and medium-sized steel companies refused to negotiate over social
insurance plans and pensions. Reiterating an earlier National Labor
Relations Board and Appeals Court ruling, Truman’s Presidential
Fact Finding Board in steel now ordered the companies to acknowl-
edge health insurance, pensions, and other welfare benefits as sub-
jects of collective bargaining under the NLRA. Steel industry leaders
were furious; once again, it seemed, the state had foisted upon them
“mandatory bargaining.” One U.S. Steel executive referred to this
corporatist-type outcome as “the virus of big unionism.” Yet whereas
in mining, the state helped settle and enforce the content of the
negotiations, in this case the Presidential Board’s ruling distinctly
paved the way for the state’s withdrawal. The parties were sent back
to the bargaining table, where liberals assumed they would now bar-
gain as equals. With this ruling, the Truman administration believed
it had established equilibrium and therefore the state no longer had
a role.48

Formally, the NAM dropped its public position that “no legal
obligation” existed to negotiate collective agreements over health
insurance, pensions, and welfare. Yet within the increasingly insular
realm of bargaining, what employers now touted as “free collective
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bargaining,” managers created an alternative set of institutional ar-
rangements to tip the balance of power. First, negotiations would be
at the level of the individual company, subsidiary, or, in many cases,
a singular plant. Second, employers would secure a monopoly on
information by subscribing to commercial group insurance contracts.
Under a group insurance contract, the employer was the only legal
policyholder, and thus for the most part unions had little access to
the exact terms of the insurance plan—especially premiums, costs
per person, and dividends. Insurance companies sold policies that
management could dominate—firm by firm, even plant by plant.
Seeking a competitive advantage over Blue Cross, insurers offered
to “tailor” policies to meet the particular needs of each employer.
The purchaser of a group plan could pick and choose exactly which
services it did and did not want included and the amount of an
employee’s contribution.49 Because the insurer dealt directly with
the employer, unions or employee representation councils were fur-
ther disadvantaged because they never knew just how much the pre-
miums actually cost. Thus unions could not know just what wage or
fringe benefits had been sacrificed for the health benefits. As IUE
negotiators complained, throughout the 1950s, in the case of Gen-
eral Electric, which had Metropolitan Life coverage, “the employees
never have had a complete report, don’t know how much Metro-
politan keeps in retentions, what the exact costs were, how much
commission or fees brokers get, whether or not improvements could
be made for the same cost.”50 The channeling of dividends earned
on the policies held with major insurers like Metropolitan Life and
Equitable obscured the true costs and benefits as well. Since the cor-
poration was the legal policyholder, dividends officially belonged to
management. Companies like Westinghouse explicitly stated in their
social insurance contracts that dividends would be used to reduce
the company’s (not the workers’) contribution to the insurance plan.
Moreover, as the Office Employees International Union found, such
dividends were not used to improve the plan’s coverage or benefits.51

Another selling point was the employers’ premiums would be based
on the medical history and medical experience of their individual
firm. Consequently, persons who lived in the same city or who worked
in different plants of the same company could pay varying rates for
insurance coverage. Lane Kirkland, then a social insurance expert
with the AFL-CIO, commented that “experience rating raises a wall
of isolation about each covered group.” Labor saw with frustration
that through both decentralized bargaining and commercial group
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insurance, management advanced “commercial insurance principles”
over “social insurance and medical care principles.”52 Together, in-
surers and employers became partners in defining security and sus-
taining welfare capitalism.

In the case of new contracts signed in auto and steel, General
Motors, Ford Motors, and U.S. Steel did terminate their old group
insurance plans and added Blue Cross. Yet for all the fanfare that
surrounded these landmark contract settlements, labor did not get
what it wanted. The contracts of the 1950s offered segments of the
working-class increases in real income and social benefits. But the
UAW’s comprehensive workers’ security program was shelved—per-
manently. These large, oligopolistic firms refused to hand over a
percentage of payroll to union-run social welfare programs. The
Treaty of Detroit, the 1950 contract signed between GM and the
UAW, gave workers raises, COLA, pensions, and various health cov-
erages. GM would pay only half the health insurance premiums; it
would not let the union participate in the selection or administra-
tion of the plans or be informed of the financial and underwriting
arrangements. These facts did not change during the 1955 round of
negotiations. Each round of bargaining from that point on would
revolve around raising the group insurance amounts, the number of
hospital days, additional procedures. But the social welfare provi-
sions in fact represented a significant retreat from labor’s and health-
care reformers’ vision of security.

Nor could most unions follow in the footsteps of the powerful
UAW. In most sectors, such as electrical manufacturing, unions could
not penetrate the links between their employers and commercial
insurance companies. Employers unilaterally chose the carrier, per-
petuating the same group insurance policies that they had had since
before World War II, in some cases since before the New Deal, but
offering some new benefits each year. From plant to plant or town to
town, benefits ended up being widely divergent, especially where
local unions were weak.53

Tailoring, undisclosed information on costs, experience rating,
dividends returned to management, and financial relationships be-
tween insurers and employers reinvigorated postwar welfare capital-
ism. Over 90 percent of group insurance policies were written for
single employers or their subsidiaries. Labor union plans or multiple-
employer associations held about 7 percent of all group policies. In-
dependent group practice plans accounted for 2–3 percent. This
private, employer-based welfare system linked health insurance to
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steady employment in a particular firm. Insurers and employers imple-
mented health plans that specifically fit the demands of manage-
ment in industrial relations, rather than the actual health needs of
the population. By the 1960s, 79 percent of Americans had hospital
coverage; about 60 percent of Americans under the age of sixty-five
had medical expense benefits, but about half of that group had cov-
erage against physician’s care in the hospital only. Of all the ben-
efits paid out by insurance companies, only one-third went into
surgical, medical, and dental care. As unions such as the UAW con-
cluded, “the mere buying of group insurance does not mean a health
security program.”54

Overall, labor-management contract benefits remained closer
to employment compensation and managerial employment policy
than to a genuine workers’ health security program, not to mention
a national health-care program. Not only could collective bargain-
ing not substitute for national social policy; it could not succeed in
meeting most of its immediate goals without the real, active backing
of the New Deal state.55 Collective bargaining, once such a hopeful
idea among liberals at mid-century, failed to extend the New Deal
social security project. As the state receded, not only did organized
labor lack the power at the bargaining table to translate private plans
into secure workers’ rights. By the mid-1950s, Democratic liberals
had neither the ideological commitment nor the political weight to
use the state to recast private plans as matters of public security and
public interest.

The Politics of Private Security

In the late 1950s, liberals put the final stamp of ratification on the
private, employment-based insurance system. Liberal Democrats,
heirs of the New Deal, accepted a rather altered role for the federal
government in workers’ economic security issues. It was not simply
that the state would not participate in industrial relations issues
anymore. The state instead would facilitate employers’ control of
private security through welfare capitalism and public policy would,
for the most part, supplement the gaps in private coverage.56 An
extensive round of Senate hearings on many of the shortcomings of
private employee benefits would, ultimately, fully legitimize this sys-
tem in the name of “free” collective bargaining.

While large employers, particularly in noncompetitive indus-
tries, for the moment accepted a contained form of collective bar-
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gaining in unionized sectors and higher wages and social welfare
obligations in manufacturing generally, this by no means represented
a firm social compact. An increasingly militant alliance of mid-size
firms, usually in more competitive markets, southern textile compa-
nies, and California agriculture opened a new round of industrial
battles insisting that “no opportunity should be overlooked to get
present law changed to remove the legal obligation to bargain over
employee benefit plans.”57 As Cold War red-baiting waxed and
waned, a vigorous attack on corruption and racketeering in the la-
bor movement and the purported ascendant, authoritarian power of
the labor “bosses” increasingly occupied Congress.58 As part of this
pattern, the Senate Committee on Labor and Welfare convened yet
another corruption investigation in 1954—one specifically targeted
on union welfare funds.

Emerging from this ripe political obsession with racketeering,
subversion, and criminal conspiracies, the 1954 Senate inquiry on
private welfare funds focused exclusively on collectively bargained
union health and welfare plans, or jointly managed plans, so-called
Taft-Hartley plans. Conducted by a subcommittee of the Commit-
tee on Labor and Public Welfare, the hearings sought to expose cor-
ruption within the ranks of organized labor. And certainly, the
subcommittee found some egregious cases of corruption and wrong-
doing, as well as unfortunate instances of mismanagement and waste.
Mob-connected welfare-fund consultants and directors in the Laun-
dry Workers Union and Distillery Workers, for instance, embezzled
substantial amounts of money and raided funds. Yet some Senators
also began to get a sense that problems often “spring from ignorance
rather than venality” among union officials and that, in fact, insur-
ance brokers seemed to take advantage of public ignorance of how
insurance works. In most of the cases where malfeasance was found,
a member of the insurance industry was involved in the wrongdo-
ing. Perhaps the questions to ask pertained more to the conduct of
the group insurance trade than a widespread corruption of labor lead-
ership.59

So after the Democrats regained the Senate in the 1954 elec-
tions and control of the subcommittee shifted to New Deal labor-
liberal Paul Douglas, Senator Douglas broadened the inquiry to
include employer welfare plans, pension plans, insurance company
practices, and other types of employee security programs. After all,
as Chairman Douglas now made clear, what the committee was in
fact dealing with was a private social security system. Within this
private social security system, 91 percent of employee-benefits plans
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were employer administered; unions ran about 2 percent of the plans
and 6 percent were jointly administered, Taft-Hartley plans.60

Through field investigators and hearings, the new Senate in-
quiry found that “many of the worst abuses involved certain insur-
ance industry practices.” As the market for private health insurance,
life insurance, and annuities surged in the 1950s, competition among
insurance brokers, agents, and group insurance companies dramati-
cally intensified, and they began using a host of dubious tactics to
secure new groups: exorbitantly high commissions, excessive admin-
istrative charges, fictitious fees, unequal treatment of policyholders,
bribes and kickbacks, and even outright embezzlement of premiums
by brokers, sometimes in collusion with management or union offi-
cials. Insurance companies as well as brokers and agents retained
unduly large shares of the premium payment, sometimes diverting as
much 25 percent of the premium into service fees. Insurance bro-
kers would shake down the union by threatening to drop the busi-
ness. Not surprisingly, as the committee lamented, “the effect of such
commission payments was to reduce the dollars available for ben-
efits and deprive employee-beneficiaries of protection rightfully
theirs.”61

By looking at plans that were unilaterally administered by em-
ployers, Douglas’s subcommittee was able to consider issues more
broadly related to private, employment-linked security than union
practices per se. The subcommittee shined a light on practices that
would not have been considered illegal or corrupt but that nonethe-
less seemed to jeopardize workers’ security: the control of dividends,
variations in insurance benefits within an industry, the funding of
pension obligations, the absence of vesting provisions, the invest-
ment of funds, and the lack of substantive union voice in any of
these decisions. And obviously forgotten by our current Congress,
the committee’s report even criticized the fact that a number of pen-
sion plans invested in “the securities and properties of the employ-
ing company.”62

The very process of obtaining this information, however, re-
vealed the underlying power struggle over security. When asked to
disclose such information to the committee, employers balked. At
first, most companies refused to turn over any financial or adminis-
trative information about their employee benefit plans, adamantly
maintaining that “the costs of these benefits are private business
costs, have no relation to employee compensation, and are there-
fore of no concern to employees or others.” Even companies that
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signed union contracts insisted that these are “private company
matters.”63 While liberal Democrats countered that tax concessions
granted to employers made these matters of “public welfare” and
labor’s supporters claimed workers’ rights to security, by now legisla-
tors and unions were clearly dealing with private assets cordoned off
from unions’ reach. Rights talk notwithstanding, labor did not have
the economic or social power at the bargaining table to compel man-
agement to treat welfare benefits as such.64

Yet, given the legislative remedy that eventually came out of
this investigation—the Welfare and Pension Plans Disclosure Act—
the state, it seemed, had very little leverage to transform private
welfare plans into public security. The 1958 Welfare and Pension
Plan Disclosure Act included employers as well as unions but called
for only a general summary, rather than full disclosure, of employee
benefits plans; it put no requirements on insurance brokers. Sum-
maries would reside at the Department of Labor. If employees thought
there was a problem with their welfare or pension plan, they could
travel to Washington, look up the report at the Department of La-
bor, and perhaps take independent action at court. The policy in-
volved no federal regulation, no standard requirements for funding,
eligibility, or security of benefits. But as labor’s credibility plunged
amid the sensationalist McClellan Committee hearings in 1957,65

this was as far as Democrats were willing to go to stand in labor’s
corner, for political and ideological reasons.

The disclosure remedy made perfect ideological sense within
the framework of industrial pluralism. If bargaining among indus-
trial interest groups kept the self-governing democracy of the work-
place on an even keel, writes legal historian Reuel Schiller, then
government had only to encourage collective bargaining and ensure
its procedural regularity. The state should not intervene directly in
disputes or compel particular resolutions.66 By the mid-1950s, Demo-
crats of all stripes believed the state should not step in to tip the
balance in industrial relations. Disclosure offered a “neutral” inter-
vention of the state that would allow private labor-management ar-
rangements to work better. If each side had the information it needed
to make informed decisions during contract negotiations, then firm-
based collective bargaining would continue smoothly, the system
would provide security for workers, and sources of labor strife would
be eliminated. The objective of disclosure was to bring order and
stability to labor relations and the private welfare system “without
impairing their voluntary or free bargaining character.”67
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Yet within this politics of “free” bargaining and “labor reform”
of the late 1950s, liberal Democrats found they had to navigate within
a very narrow channel of political options, one full of potential mines.
The McClellan Committee, whose members included Dixiecrats and
conservative westerners such as Arizona’s Barry Goldwater, Karl
Mundt of South Dakota, William Knowland of California, and Carl
Curtis of Nebraska, was preparing its own labor reform bill, the
Landrum-Griffin bill. It included disclosure but also heavy-handed
government monitoring of union affairs, including union finances,
elections, political activities, and individual “rights” vis-à-vis group
rights.68 The Democrats’ Disclosure Act, then, seemed to offer a safe
alternative to the conservatives’ increasingly strident and harsh pro-
posals for labor reform. Labor-liberal Democrats engaged in a deli-
cate political balancing act. They wanted to defend labor, and more
important, the private welfare regime that was now necessary to
supplement the stalled public welfare state, and yet in the hands of
conservatives the possibility of state intervention was now deeply
threatening to the labor movement. The best route appeared to be
to try to bolster “free collective bargaining,” which nominally of-
fered federal protection of a right to security but with minimal state
intrusion. In the end, Congress passed a bill that, while acknowl-
edging federal responsibility for employee security, failed to do ei-
ther: it did not protect workers and did not prevent passage of the
more punitive Landrum-Griffin bill.

Once in place, thousands of groups flouted the disclosure law.
Tens of thousands of benefit plans failed to file a statement or report
at all, over 25 percent. Those who did file offered only superficial
“summary” information about the plans.69 Benefits remained within
the realm of managerial prerogatives. Private security was a private
matter of employment.

The disclosure policy along with the Landrum-Griffin Act nar-
rowed the scope of security even further by defining the reliability
and accessibility of private welfare plans as a narrow issue of the
individual beneficiary’s procedural rights: if an individual could seek
his own remedies he could possibly ensure his own security. The broad
class challenge once embodied in the politics security had been win-
nowed away. Manufacturers and agribusiness leaders had, in an im-
portant way, shifted the political configurations of security.70

As a result of the corruption controversies, their lack of bar-
gaining power, and the legislative weakness of labor-liberal Demo-
crats, organized labor ideologically accepted private insurance and
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welfare capitalism. At this point, many unions made their peace with
experience rating. With experience rating, reserves, and experience-
based refunds disclosed, unions could see how or where their mem-
bers benefited from this policy. A few years later, the Social Security
Act Amendments of 1965 created Medicare, thereby removing their
experience-rating problem by taking the older, sicker members out
of the pool and having the state insure them. Turning inward, unions
henceforth saw experience rating as another form of employee ben-
efit for their own shrinking constituency. It seemed to give unions
some minimal measure of control over the private security benefits
that encompassed their members.

Conclusion

Insurers and employers became partners in creating a new definition
of private, firm-centered social security. Throughout the 1940s there
was still the possibility that the state could promote a set of social
welfare institutions that not only would have shifted the balance of
power in social and economic relations but also may have promoted
a more comprehensive conception of individual and community
health. State support for community-run group medical plans would
have loosened individuals’ dependence on employers and would have
helped shift social welfare away from the realm of strict market trans-
actions. Hence, controlling the character of health insurance ben-
efits (and pensions) was bound up with the structure of bargaining
itself—the structural relationships of the political economy. By pur-
suing a strategy of bargaining decentralization in the 1950s, corpo-
rate employers had a significant impact on the terms of both private
and public welfare.

Under the postwar industrial relations system, management
maintained the balance of power at the firm level through control
of production, finance, discipline, and plant closure. Management,
not the unions, controlled social welfare. As long as business execu-
tives faced a countervailing weight—unions or the state—the in-
centive to bargain upward remained. In the 1970s, the tables turned
and bargaining started going in the other direction; “bargaining for
security” became a downward spiral of concessions and losses. The
community group health programs envisioned amid the New Deal
era, or any other extension of health coverage among the popula-
tion more generally, required a frontal assault on numerous struc-
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tures of power and economic relationships. The depoliticized, firm-
centered system of industrial relations was incapable of mounting
such a challenge. Welfare capitalism was aimed at preserving power
relations between owners and workers. It had created islands of se-
curity within the economy, with high waters all around.71

This political economic strategy and welfare capitalism frag-
mented the political institutional relationships that could have
shifted workers’ security more firmly into the public realm. ERISA,
of course, represented the culmination of the disclosure act struggle,
as well as the persistent liberal commitment to a private benefits
system. Enacted in 1974, ERISA finally gave employees’ vested rights
in company pensions, but it in turn exempted self-insured company
health plans from state regulations. Private security would, for the
most part, remain a private matter of managerial policy. The histori-
cal ideological legacy of the American public-private welfare state—
that of the basic welfare state, contained and limited, with all other
needs met by private sources—continues to dominate policy pro-
posals and legislation up to the present day.
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