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important concerns of the public. A 
2007 poll asking about people’s chief 
concerns and priorities for Congress 
identified “reducing health care costs” 
as a top priority; only improving the 
education system and preventing 
terrorist attacks ranked higher.27

Before health care reform was passed 
in 2010, the federal government’s only 
role in health care was confined to the 
provision of Medicare and Medicaid. 
Like Social Security, Medicare is a social 
insurance program designed to help the 
elderly pay their medical costs. Like 
TANF, Medicaid is a means-tested 
welfare program to assist the poor—
especially children—with their medical 
costs. Between these two programs, 
many Americans have been left unin-
sured, either unable to provide insur-
ance for themselves, or willing to 
gamble that they will not need it. 
Indeed, an estimated 49.9 million Amer-
icans, or 16.3 percent of the population, 
were without coverage in 2010.28

Signed into law by President Johnson 
in 1965 as an amendment to the Social 
Security Act, Medicare extended health 
care coverage to virtually all Americans 
who are over sixty-five, disabled, or 
suffering from permanent kidney 

failure. The idea was that workers would pay a small Medicare tax (collected as a payroll 
tax like FICA) while they were healthy in order to receive medical health insurance when 
they retired.

As the population ages and lives longer, and as medical costs skyrocket, Medicare has 
become an extraordinarily expensive program. Medicare is the nation’s fourth most expen-
sive program, and the trustees for the Medicare Trust Fund estimate that full benefit 
payments can be made only until 2020, twenty-one years before the Social Security Trust 
Fund is expected to experience a shortfall.29 Because of this, many people argue that the 
urgent crisis for policymakers is Medicare rather than Social Security.30

In 2003 Congress passed and President Bush signed the Medicare Modernization Act, 
which provided the elderly with prescription drug coverage under Medicare for the first 
time and gave private insurance companies a much greater role in the program. Demo-
crats criticized the cost of the program (estimated to be $724 billion over the next ten 
years), argued that the plan gave too much power to health maintenance organizations 
(HMOs), and attacked Bush for not allowing the importation of less expensive drugs from 

Figure 14.2   �Percentage of the Population  
Receiving Welfare (AFDC and 
TANF), 1960–2013
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Source: Data obtained from U.S. Department of Health and Human Services, Administration 
for Children and Families, Office of Family Assistance, www.acf.hhs.gov/programs/ofa/data-
reports/index.htm#tanfdata.

Medicare  the federal 
government’s health 
insurance program 
for the elderly and 
disabled


