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Introduction
Green Mountain Care was created by Act 48 of 2011 as a publicly financed health care program
delivering affordable, high-quality health care coverage to all residents of Vermont. Under
Section 8 of Act 48, the Commissioner of Labor, in consultation with the Commissioner of
Vermont Health Access (DVHA) and the Commissioner of the Department of Financial
Regulation (DFR), were charged with engaging interested stakeholders to evaluate the
feasibility of integrating or aligning Vermont’s workers’ compensation system with Green
Mountain Care, including providing any covered services in addition to those in the Green
Mountain Care benefit package. After evaluating various models of integration, it is
recommended that the Department of Labor and the Department of Financial Regulation work
together to provide greater administrative alignment prior to Green Mountain Care
implementation in order to ensure that Vermont’s workers’ compensation system maintains
workers’ rights while capturing potential administrative efficiencies to be gained with the
implementation of a publicly financed universal health care program.

Interested Stakeholders
Representatives from the Agency of Administration, Department of Labor and the Department of
Financial Regulation reached out to various stakeholders during the writing of this report
through public meetings and individual contact. Representatives from the Department of
Financial Regulation met with individuals representing the property and casualty insurers in
September 2011 and held a public meeting for insurers, brokers, and employers in April 2012.
The administration held a public meeting for providers in June. No providers attended the
meeting. The administration followed up with an occupational physician for a provider
perspective. Representatives from the Agency of Administration and Department of Labor met
with a labor union representative, a labor union lobbyist, individuals from the Vermont Workers’
Center, and several workers’ compensation scholars in June. In July, a representative from the
Agency of Administration contacted former Rep. Jim Eckhardt for the employer perspective on
this issue. The Agency of Administration met with the Vermont Workers’ Center, a physician,
and a workers’ compensation scholar in September. In January, the Agency of Administration
met with two workers’ compensation attorneys and two labor union representatives.

Vermont’s Workers’ Compensation System
Under the current workers’ compensation system in Vermont, an employer must purchase
workers’ compensation insurance unless approved by the Department of Labor to self-insure.1
The Department of Labor and the Department of Financial Regulation oversee various aspects
of workers’ compensation, but workers’ compensation insurance is provided exclusively through
the private sector by about 25 insurance companies actively providing plans.2
1

21 V.S.A. 687.

2

WorkersCompensationShop.com, “Vermont Workers Compensation Programs,”
http://www.workerscompensationshop.com/workers-comp-programs/vt-workers-comp-programs.html.
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The health benefits provided under workers’ compensation differ from those provided under
health insurance. Workers’ compensation is also event-based, meaning coverage is dependent
on the event of the injury and extends for as long as treatment of the injury occurs, as opposed
to current health insurance, which is treatment-based and coverage extends for the length of the
plan, regardless of cause of injury. Workers’ compensation is an exclusive remedy. In
exchange for waiving the right to sue their employers, workers have the right to no-fault,
unlimited third party medical and indemnity payments with no deductible or copayments,
including:
●
●

●
●

Reasonable surgical, medical and nursing services and supplies, including
prescription drugs and durable medical equipment3
Assistive devices and modification to vehicles and residences that are reasonably
necessary to an injured worker who has or is expected to suffer a permanent
disability4
Reasonable hospital services and supplies, including surgical, medical, and nursing
services5
Reasonable expenses related to travel for evaluation and treatment, including
transportation expenses, meals, lodging.6

The goal of medical treatment under workers’ compensation is to return the worker back to work
as quickly as possible. At times, this goal may result in treatment that is more aggressive and
costly than under health insurance.7
The employer chooses the physician for the initial visit, but the employee may choose the
physician for subsequent visits after providing the employer with a written notice of the reasons
the employee is dissatisfied with the employer’s chosen health care provider.8 If the employee
chooses another health care provider, the insurer may exercise its right to schedule an
independent medical exam with a medical expert of its choice to address any issue related to
the work injury, such as causation, medical end result, reasonableness and necessity of
treatment, work capacity, or impairment.
From the provider perspective, most administrative functions, such as billing codes, are the
same under workers’ compensation as for health insurance.9 The provider payments under
workers’ compensation, however, are often more generous than under health insurance plans.10
3

ERISA § 640(b).

4

Ibid. at § 640(a).

5

Ibid. at § 640(a).

6

VT Workers’ Comp. Rule12.2000.

7

Dr. Nelson Haas, Occupational Medicine, telephone conversation with author, December 18, 2012.
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VT Workers’ Comp. Rule 12.1000.

9

Dr. Haas telephone conversation.
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Ibid.
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In addition, workers’ compensation insurers tend to deny more services than health insurers, but
this may also be a function of requesting more services due to the goal of getting the employee
back to work.11
In terms of costs, workers’ compensation is a fraction of Vermont’s overall health care costs,
totaling 2.3% of Vermont’s health care spending in 2009.12 For employers, workers’
compensation accounts for $2.07 for every $100 of wages.13

Vermont health care spending: workers’
compensation
1.9%

Total Health Care
Spending: $4.9 billion

Workers' Comp Health
Care Spending: $95.5
million

98.1%

Background for Integration
The Clinton administration’s national health care reform plan proposed that employees receive
all of the health care through one health insurance plan, regardless of whether the injury was
work-related.14 At its broadest definition, 24-hour coverage would “ignore causation in
11

Dr. Haas telephone conversation.

12

Green Mountain Care Board, “2010 Vermont Health Care Expenditure Analysis,” revised March 2012, available
at http://gmcboard.vermont.gov/sites/gmcboard/files/2010EA040212.pdf.
13

Oregon Department of Consumer and Business Services, “2012 Oregon Workers’ Compensation Premium Rate
Ranking Summary,” available at http://www.cbs.state.or.us/external/dir/wc_cost/files/report_summary.pdf.
14

Robert Wood Johnson Foundation, “Workers’ Compensation Health Initiative: Program Results Report, Feb. 23,
2004,” available at: http://www.rwjf.org.
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compensating for medical care or lost wages.”15 Despite the failure of the Clinton plan, there
was still momentum to integrate workers’ compensation with health insurance, fueled, in part, by
increased workers’ compensation premiums at that time. Ten states16 passed legislation
authorizing 24-hour pilot programs, and five other states17 discussed 24-hour care as an
option.18 Despite the fact that several states authorized pilot plans, only pilot plans in Oregon
and California became operational.
Oregon
In 1994, Oregon provided a pilot plan offered by Blue Cross/Blue Shield HMO and the State
Accident Insurance Fund Corporation (SAIF) which provided services to nine employers with a
total of approximately 2,200 covered employees.19 Under this plan, the employer received two
separate contracts, but the insurer and the health plan used the same managed care network
and physician payment rates, providing seamless delivery to the covered employees.20 Under a
pilot plan that was a partnership between Kaiser Permanente HMO and self-insured employers,
the HMO accepted capitated payments for all services, and the 900 members in the program
received all their medical care from the HMO. By 1997, Oregon had expected 10,000 to 20,000
employees to participate in the pilot plans, but only 3,600 had been recruited. The low
recruitment rate was explained by less interest in the programs due to lower workers’
compensation rates at that time.21 Oregon also reported that fully integrating the operations of
workers’ compensation and health insurance was “difficult” and that “pricing advantages did not
materialize.”22 The pilot plans reported that obstacles to full integration included: claims handling,
because workers’ compensation involves payment of disability benefits in addition to health
care; and financing, because workers’ compensation and health insurance are priced “very
differently.”23 In the end however, these plans were able to produce a product that integrated
workers’ compensation with health insurance. The pilot plans reported that provider
reimbursement and lost-time duration management were areas that could be successfully
integrated.24 Towards the end of the program, in 1997, there was no interest integrating health
15

American Legislative Exchange Council, “Understanding 24-Hour Coverage,” The State Factor, Vol. 17, No. 11
(October 1991).
16

These states were California, Florida, Georgia, Kentucky, Louisiana, Maine, Massachusetts, Minnesota,
Oklahoma, and Oregon.
17

These states were Hawaii, Iowa, Montana, North Carolina, and Washington.

18

The California Commission on Health and Safety and Workers’ Compensation, “Preliminary DRAFT CHSWC
Background Paper on Twenty-Four Hour Care,” available at: http://www.dir.ca.gov/chswc/CHSWC_24hCare.pdf.
19

Vance A. Hughey, Nevada Legislative Counsel Bureau, “24-Hour Coverage and Workers’ Compensation,” Jan.
1997, available at: http://www.leg.state.nv.us/Division/Research/Publications/Bkground/BP97-05.pdf
20
21

Ibid.
Ibid.

22

Robert Wood Johnson Foundation, “Oregon Tests Concept of Combining Workers’ Compensation Insurance with
Health Insurance: Grant Results, March 1997,” available at http://pweb1.rwjf.org/reports/grr/020229s.htm
24

Ibid.
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insurance and workers’ compensation into one plan and very little interest in providing
coordinated care under separate health insurance and workers’ compensation policies.25
California
In 1993, California established provisions for four countywide pilot plans of 24-hour care. The
plans involved integration of medical benefits only. Employers paid a monthly capitation fee that
was separate from health insurance fees. The physicians had access to patients’ occupational
and nonoccupational medical records. As with Oregon, worker participation was voluntary and
workers’ compensation rates had decreased, resulting in only 8,000 workers enrolled in the pilot
plans as of 1997.26 This number at least provided a significant sample population from which
researchers could draw empirical findings. Those findings included a 20-34 percent increase in
the average medical claim for the pilot plan than similar claims in comparison-group firms. In
the end, pilot firms paid 47.5 percent more in premiums than firms in the comparison group.27 It
should be noted that sample group was self-selective and tended to include enrollees who were
older and more likely to have a chronic medical condition than those in comparison groups.28 A
companion study found no statistical difference in employee satisfaction between the pilot plan
than comparison plans.29
The outcomes of initiating 24-hour care programs in Oregon and California prove that
integration of workers’ compensation with health care is possible, but fail to provide a solid basis
from which Vermont can evaluate potential costs or savings of integration.
Massachusetts
Massachusetts has not integrated workers’ compensation into its health care system, but it has
achieved near-universal health care through its recent health care reform. As a result of
increased health insurance coverage, workers’ compensation claims have decreased 5-10
percent.30 A similar, if smaller, decrease may happen under Green Mountain Care.

Overarching Issues in Integration
While the interests of workers and employers must be weighed when considering various
models for integrating workers’ compensation, some issues come into play no matter what the
integration model. These issues include safety incentives, the Employee Retirement Income
Security Act (ERISA), and administrative savings.
25

Ibid.

26

Donna O. Farley et al., “Assessment of 24-Hour Care Options for California,” RAND Institute for Civil Justice, 2004,
pg. 26, available at: http://www.rand.org/content/dam/rand/pubs/monographs/2004/RAND_MG280.pdf
27

Ibid. (citing Kominski et al., 2001)

28

Ibid (citing Kominski et al., 2001)

29

Ibid (citing Kominski et al., 2001), citing Rudolph et al., 2000

30

Paul Heaton, “The Impact of Health Care Reform on Workers’ Compensation Medical Care: Evidence from
Massachusetts,” RAND Corporation, 2012, available at: http://www.rand.org/pubs/technical_reports/TR1216.
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Safety
One argument against the integration of workers’ compensation into a universal health care
system is that the experience rating under workers’ compensation provides a strong safety
incentive to employers. Research provides conflicting information on this issue. It has been
reported that workers’ compensation prevents fatalities;31 however, a more recent study
concludes that nearly 80 percent of workplace related illness are paid by government or private
health plan, reducing the actual costs for workers’ injuries and subsequently reducing the
incentive to provide a safe workplace.32 Other authors agree that whether workers’
compensation, by itself, acts as an incentive to provide safe workplaces is questionable.33
Although the experience rating of workers’ compensation may not provide much safety incentive,
various premium discounts for safety measures taken by employers may be more effective.
ERISA
Some of the insurers voiced concern that ERISA would pre-empt any integration of the health
care portion of workers compensation into Green Mountain Care. The Employee Retirement
Income Security Act (ERISA) is a federal statute that regulates private-sector employersponsored benefit plans, including health care coverage, for self-insured plans and plans
offered through an insurance product.34 ERISA’s protections “supercede any and all State laws
insofar as they may now or hereafter relate to any employee benefit plan.”35 This is commonly
known as ERISA’s “preemption clause,” which was established to encourage employers to
provide benefit plans to their employees across state lines, independent of dissimilar state laws.
Workers’ compensation, however, is an exception to the preemption clause, meaning that states
have the right to regulate workers’ compensation. The exact language of the exception includes
plans “maintained solely for the purpose of complying with workman’s [sic] compensation
laws.”36
One possible argument against integrating workers’ compensation into Green Mountain Care is
that once the health benefits of workers’ compensation are integrated, they are no longer
considered “solely” for the purpose of workers’ compensation laws and will be preempted by
ERISA as health care benefit plans. Although some cases have touched on this argument,
none of them have directly addressed integration of workers’ compensation health care benefits
into a public system. In one case examining disability benefits, which are also an exception to
31

Michael J. Moore and W. Kip Viscusi, “Promoting Safety Through Workers' Compensation: The Efficacy and Net
Wage Costs of Injury Insurance,” The RAND Journal of Economics, Vol. 20, No. 4 (Winter, 1989), pp. 499-515,
available at: http://www.jstor.org/stable/2555730
32

Paul J. Leigh, “Workers’ Compensation Benefits and Shifting Costs for Occupational Injury and Illness,” The
Journal of Occupational and Environmental Medicine, 54(4), 445-450, April 2012.
33

Geoffrey C. Beckwith, “The Myth of Incentives in Workers’ Compensation Insurance, New Solutions,” Winter
1992.
34

29 U.S.C. 1002(1)

35

29 U.S.C. 1144(a)

36

29 U.S.C. 1003(b)(3)
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preemption, it was determined that a state may not require integration of disability benefits into a
health plan, but it may require an employer to choose between providing disability benefits in a
separately administered plan or in an ERISA plan.37 This precedent regarding state disability
benefits laws has been applied to cases involving state workers’ compensation programs. For
example, the Court of Appeals for the Second Circuit held that ERISA did not preempt a state
law requiring employers to provide certain health benefits to employees eligible for workers’
compensation.38 On the other hand, state laws that would directly affect ERISA plans, such as
laws requiring the employer to coordinate health care plans with workers’ compensation plans,
are preempted.39 The preemption was premised on the fact that integration would affect the
ERISA health insurance plan, not workers’ compensation. Accordingly, ERISA should pose no
preemption obstacle to the state integrating workers’ compensation into a fully publicly financed
and administered health coverage program because under the workers’ compensation
exception of ERISA, the state retains authority to regulate workers’ compensation programs.
Arguably, the state also could require such employers to contribute to and participate in a
publicly administered workers’ compensation system, if necessary, though the case law has not
addressed legislation that fails to give employers a choice of how to structure their workers’
compensation plans to meet state standards.
Administrative Savings
Despite costs increasing under California’s 24-hour pilot plans, some scholars argue that there
are significant savings to be had by integrating workers’ compensation into the health care
system. In his article, “Comparing the costs of delivering medical benefits under group health
and workers’ compensation-- Could integration pay for covering the working uninsured?”, Frank
Neuhauser argues that integrating workers’ compensation into a universal health care system
would reduce workers’ compensation premiums by 37 to 48 percent and the subsequent
savings could fund health insurance for the working uninsured.40 He achieved his numbers by
assigning the total administrative costs as a fraction of the benefit paid out. So, if administrative
costs are $100 and 65% percent of medical benefits are paid out with 35% indemnity benefits
paid out, the administrative cost is $65 for medical benefits and $35 for indemnity benefits.
Neuhauser also notes that there will be greater savings in the first couple of years because
during those years, all employees with ongoing injuries will remain covered by the workers’
compensation plan, so that the only costs to be paid out will be new injuries. Neuhauser
37

Shaw v. Delta Air Lines, 463 U.S. 85 (1983)

38

R.R. Donnelley & Sons Co. v. Prevost, 915 F. 2d 787 (2d Cir. 1990), cert. den. 499 U.S. 947

39

See District of Columbia v. Greater Washington Board of Trade, 506 U.S. 125 (1992) (holding that ERISA
preempted a D. C. ordinance requiring workers’ compensation plans to coordinate with any employer-sponsored
health coverage because the law was “premised on the existence of an ERISA plan” and used an ERISA plan as a
standard to comply with the state workers’ compensation law); Kapuscinski v. Plan Administrator, 658 F. 2d 427
(6th Cir. 1981) (holding that laws prohibiting a pension or health plan from setting workers’ compensation
payments against an ERISA plan’s benefits, are preempted);
40

Neuhauser, Frank. “Comparing the costs of delivering medical benefits under group health and workers’
compensation-- Could integration pay for covering the working uninsured?” available at:
http://www.dir.ca.gov/chswc/Reports/2009/Medical_Overhead_Cost_Comparison_2009.pdf.
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addresses the issue of workers paying copayments and deductibles for treatment of workrelated injuries by noting that employer savings should reduce the downward pressure of health
costs on wages and control workers’ coinsurance payments. On the employer end, Neuhauser
argues that the savings from integrating workers’ compensation will virtually mitigate the
increased cost of universal coverage.
The American Academy of Actuaries, as requested by the U.S. Commission on Health and
Safety and Workers’ Compensation, responded to Dr. Neuhauser’s findings regarding
administrative savings through the integration of workers’ compensation into a universal health
care system.41 It was reported that administrative savings may be possible through a group
health model, but that the savings may not be as great as reported because the paper did not
sufficiently account for: premium discounts; increased indemnity costs due to the elimination of
return-to-work goal; and the continued cost of disputes arising out of the claim management
process. In addition, the American Academy of Actuaries questions Neuhauser’s direct
comparison of savings from workers’ compensation, a long-term, event-based system of
insurance to health insurance, a pay-as-you go system.
From the literature, administrative savings may be possible through the integration of workers’
compensation into a universal health care system, although the amount of savings remains in
dispute. One assumption underlying Neuhauser’s estimated savings that may inhibit Vermont’s
integration is universal coverage. Universal coverage is necessary for the successful
integration of workers’ compensation into health care because if a worker leaves or loses her
employment, she will not be covered for her occupational injury.42 Since Vermont will have
universal coverage, but the rest of the nation will not, there would have to be some mechanism
to ensure that injured workers who leave the state receive coverage for their occupational injury.

Possible Models for Workers’ Compensation and Green Mountain Care
Integrating workers’ compensation into Green Mountain Care would necessarily occur at the
state level. Only three countries provide workers’ compensation at the sub-national level: the
U.S., Canada, and Australia. In examining these countries and Vermont’s own goals, three
models emerged: full integration, partial integration, or administrative reform.
Exclusive Public Insurer: Publicly-Funded Workers’ Compensation and Health Care
Public funding of workers’ compensation with Green Mountain Care would look like Canada’s
workers’ compensation system, which takes the exclusive public insurer approach. Each

41

Brian Clancy, Chair, Workers’ Compensation Subcommittee, American Academy of Actuaries, Letter to Christine
Baker, Executive Officer, Commission on Health and Safety and Workers’ Compensation, Feb. 12, 2010, available
at: http://www.actuary.org/files/chswc_feb10.4.pdf/chswc_feb10.4.pdf.
42

Neuhauser, Frank. “Comparing the costs of delivering medical benefits under group health and workers’
compensation-- Could integration pay for covering the working uninsured?” available at:
http://www.dir.ca.gov/chswc/Reports/2009/Medical_Overhead_Cost_Comparison_2009.pdf.
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province controls its own workers’ compensation funds and requires employers to purchase
coverage from the public funds.43 Such a model is possible in the U.S. because North Dakota,
Ohio, Washington, and Wyoming operate monopolistic state funds where private insurers do not
compete.44 Out of these states, North Dakota is the only state that runs a purely monopolistic
system in that it is the exclusive provider of compulsory workers’ compensation insurance for
the entire state. Wyoming is only monopolistic for certain hazardous industries, and Ohio and
Washington allow employers to self-insure. Twenty-one states,45 have state funds for workers’
compensation in addition to its private market that are typically used to cover businesses that
are high-risk or cannot find coverage in the private market.46 Vermont’s workers’ compensation
is exclusively funded by private insurers.
At first glance, an exclusive public insurer approach holds some potential advantages for
Vermont. A monopolistic state fund may yield administrative savings through better
coordination between not only Green Mountain Care, but other state agencies. A recent study
by an insurance industry think tank found that public workers’ compensation providers tend to
have higher losses than the workers’ compensation insurance industry as a whole, but those
losses are offset with lower expenses, higher investment returns, and better injury prevention
efforts.
Instituting a monopolistic state fund in Vermont, while potentially holding some long term
advantages, would require a seismic shift from exclusive private funding of workers’
compensation to exclusive public funding. This shift, without the intermediary step of expanding
an existing high-risk state-funded program, would come at a high administrative cost to the state
and an immediate loss of an entire insurance product. Making such changes
contemporaneously with the implementation of Green Mountain Care would create a great
amount of market disturbance.
In addition,aligning the workers compensation system with Green Mountain Care would be more
appropriately done after Green Mountain Care is fully implemented and the administrative
changes in the health care system are in place. At that point, the state will be better positioned
to do an in-depth, Vermont-specific analysis of the effects of integration on stakeholder interests
and any potential savings.
Publicly-Funded Health Benefits, Privately-Funded Indemnity Benefits
43

H. Allen Hunt, The Upjohn Institute, “Three Systems of Workers’ Compensation,” Vol. 5, No. 2, 1998, available

at: http://research.upjohn.org/cgi/viewcontent.cgi?article=1051&context=empl_research .
44

National Association of Insurance Commissioners, “Workers Compensation Insurance,” last updated Sept. 17,
2012, available at: http://www.naic.org/cipr_topics/topic_workers_comp.htm.
45

Arizona, California, Colorado, Hawaii, Idaho, Kentucky, Louisiana, Maine, Maryland, Minnesota, Missouri,
Montana, New Mexico, New York, Oklahoma, Oregon, Pennsylvania, Rhode Island, Texas, Utah, and West Virginia.
46

Anne Steinberg, Conning Research and Consulting press release on a study performed by Mark Jablonowski,
“Workers’ Compensation State Funds: Evolution of a Competitive Force,” Oct. 5, 2009, press release available at:
http://www.insurancejournal.com/news/nationa/2009/10/21/104665.htm
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Another option explored was providing the health benefits of workers’ compensation through
Green Mountain Care while indemnity benefits, such as lost wages, would be provided through
a private insurance product. There are no other comparable workers’ compensation systems
that use this model. The closest model is found in Australia, which has three states with publicprivate mixed models of workers’ compensation made up of publicly funded workers’
compensation programs that contract certain functions, such as marketing, claims management,
or premium collection to private entities.47 At its basis, though, this model still requires public
funding of workers’ compensation. The mixed model examined here would require a whole new
insurance product to cover solely the cost of indemnity. Private insurers operating in Vermont
have indicated that they are not interested in offering such a product. Offering indemnity without
any sort of oversight over the health benefits creates a disconnect and subsequent risk that
would be potentially difficult for private insurers to manage. Even if insurance companies were
interested in offering indemnity-only coverage, the problem of ensuring that workers receive
first-dollar coverage or equivalent benefits through the health care system would still exist. As a
result, a mixed-model is not a solution at this time.
Administrative Alignment
Administrative alignment of the workers’ compensation system to what is currently done with
health insurance would maintain the current structure of the workers’ compensation market
while providing greater efficiency and safety incentive. The current structure could include
mandates or incentives for companies to meet certain performance benchmarks. These
benchmarks would not need to be created from whole cloth, as there is considerable precedent
for imposing efficiency standards on health insurers and for collecting performance data from
workers’ compensation insurers. The department of financial regulation (DFR) is already
responsible for evaluating bids submitted by insurers for the chance to be designated as an
insurer in the residual workers’ compensation market. Every employer is required to carry
workers’ compensation insurance but, for a variety of reasons, not every employer is able to
secure the necessary coverage in the voluntary market. Insurers in the residual market offer
coverage to these employers. Every three years DFR accepts, and insurers submit, applications
to be designated as a member company in the residual market. As part of the Department’s
evaluation of these applications, DFR and NCCI evaluate the companies’ performance record
based on twenty measurements in four categories. The four categories for which data is
submitted are underwriting, premium audit, claims performance, and loss prevention. Applicants
whose data reflects high standards of claims management and low loss costs are permitted to
write insurance in the residual market. The data in question is compiled from company data
extracts and plan administrator databases.
Health insurance reform may provide an appropriate model for improved administration of
workers’ compensation. Minimum loss cost ratios are imposed on health insurers at both the
state and federal level. In Vermont, Regulation 80-1 long has imposed ratio standards on health
plans. In more recent years, the Affordable Care Act has imposed even more stringent loss
47

H. Allen Hunt, The Upjohn Institute, “Three Systems of Workers’ Compensation,” Vol. 5, No. 2, 1998, available

at: http://research.upjohn.org/cgi/viewcontent.cgi?article=1051&context=empl_research .
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ratio requirements on health insurers. Currently, workers’ compensation plans are not generally
subject to these loss ratio restrictions. In Vermont, the workers’ compensation insurance
marketplace is deemed to be competitive. Participants in this market compete and prices
are moderated based upon free-market economic forces. A modified approach to the status
quo might include requirements that all workers’ compensation insurers report the sort of data
submitted to DFR as part of the residual market request for proposal (RFP). As the data is
drawn from data-sets already maintained by the insurer, there is minimal interference with the
insurer’s operations. Currently, DFR collects this data voluntarily, on a triennial basis, and only
by those insurers seeking to write in the residual market. This system might be modified to
remove the voluntariness of the submissions, and could be expanded to include all workers’
compensation insurers who wished to write in the primary or the residual market. These filing
requirements might be coupled with cost reduction measures similar to those imposed by
Vermont Regulation 80-1 and the Affordable Care Act. The status quo might also be modified by
the imposition of standards for the aforementioned twenty measurements. A combination of any
of these modifications may succeed in capturing systemic savings without entirely reimagining
workers’ compensation and the guaranty that it provides to workers and employers.

Recommendation
Vermont should pursue greater administrative alignment of the workers’ compensation system
with cost-reduction measures posed under the Vermont’s health care reform efforts and the
Affordable Care Act. The research on the amount of potential savings through integration is
conflicting, so integration should be considered only after a thorough analysis that is Vermontspecific. Furthermore, integration would require Vermont to develop a monopolistic publicly
funded workers’ compensation system, which it is not well-positioned to do at this time.
Consideration of alignment is more appropriate after the new system is in place. In the
meantime, administrative reform will preserve workers’ rights and the current workers’
compensation insurance market while potentially increasing savings for employers.

Appendix – Public Comments
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Re: Responses to questions posed by the administration
Name: Peg Franzen
E-mail: peg@workerscenter.org
Organization: Vermont Workers’ Center
Worker's compensation is a trade-off; the employee receives health care coverage and wages for workrelated injuries in exchange for giving up her right to sue her employer. How do you think integration of
workers' compensation health benefits into Green Mountain Care would affect this trade-off?
The integration of workers’ compensation health benefits into Green Mountain Care (GMC) would strengthen the
core elements of the original trade-off by enabling better access to care for injured and ill workers.
In the decades since the workers’ compensation system was created, the nature of the original bargain has been
degraded in practice. In an effort to maximize cost containment, private insurance carriers and employers contest
injured/ill workers’ claims in a way that results in legitimate claims being denied or delayed or in benefits getting
discontinued. The claims resolution process can take months and even years. Doctors often refuse workers’
compensation claimants due to the adversarial environment the system creates. Workers are also often intimidated
into not filing claims at all. In fact, the highly charged, hostile nature of the system is largely why only about 50%
of workers injured or made ill on the job file for workers’ compensation1.
In Vermont and throughout the United States, lack of access to timely medical care for workers’ compensation
claimants is a significant problem.2 One of the root causes for this is that the workers’ compensation system
perpetuates a separate health care system where access is based on causation (proving that the worker’s condition is
work-related). The difficulty of establishing causation results in legitimate claims being denied or delayed. Proving
causation is especially difficult in the case of illnesses, in particular those with long latency periods.3 It has been
estimated that only 1 of every 20 occupational disease victims receive workers’ compensation health benefits. For
occupational cancer it is less than 1 in 100.4 All of this upends the original bargain: workers are unable to sue their
employer and they are unable to access needed care. In effect, this violates two of the most basic rights.
The foremost consideration at this stage should be improving access to health care for injured and ill workers.
Integration would achieve this by eliminating the problem of determining cause in order to provide health care.
The integration model the national AFL-CIO proposed during the national health care reform effort in the 1990s as
well as the alignment models practiced in Canada demonstrate how this would work in practice. Within an
integration/alignment model, workers would continue to receive wage replacement for work related injuries from
their employers. Employers would continue to be liable for costs associated with medical treatment for
occupational injuries and illnesses. They could, for example, pay premiums or taxes for workers’ compensation
medical coverage directly to the GMC financing system and these premiums/taxes could be “community rated” and
adjusted periodically based on group experience.
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Workers’ compensation is often described as an incentive for employers to create safe working conditions.
Do you think it actually works as a safety incentive? If you answered yes to the above question, do you think
integration of workers’ compensation health benefits into Green Mountain Care would weaken workers’
compensation as a safety incentive, making workplaces less safe?
The key mechanism within workers’ compensation that could potentially act as a safety incentive for employers is
experience rating. Workers’ compensation benefits are funded by employers largely through insurance premiums.
Insurance companies employ a mechanism called experience rating to calibrate the standard insurance premium
rate based on safety records. Thus the assessment rate for firms with better than average safety records is reduced,
and the rates of firms with worse than average safety records are increased. In theory, therefore, experience rating
ought to encourage employers to promote safety in the workplace since fewer injuries result in lower insurance
premiums.
However, experience rating is not universally available to all employers. Where it is available, it does not tend to
work well as a safety incentive5. In fact, many authorities in the field of workers’ compensation have argued that
the impact of experience rating is minimal to nil.6 Even worse, research indicates that experience rating can
undermine workers’ access to health care. This is the case when employers, instead of promoting safe workplaces,
try and contain costs by a wide range of adversarial tactics that lead to under-reporting and claims denials.
Experience rating can lead to employers and insurance companies contesting claims more aggressively,
intimidating workers into not filing claims and retaliating against workers who do so. It can also motivate
employers and insurers to pressure occupational health practitioners to provide insufficient medical treatment to
hide or play down work-related injuries or illnesses. Also it is significant that a recent report by the US Government
Accountability Office (GAO) found that OSHA data reported by employers failed to include up to two-thirds of all
workplace injuries and illnesses. 7
When experience rating does positively impact practices promoting safe workplaces, it is usually in the case of
large employers. Usually the smaller the employer is, the less they respond to experience rating as a safety
incentive. This means experience rating might play a lesser incentivizing role in Vermont, where the majority of
employers are small businesses.
Nevertheless, since there is some literature that suggests that experience rating may help promote safer workplaces
in certain cases,8 and since the need for improving workplace safety is paramount, we would suggest incorporating
some method of experience rating within an integration/alignment model. Because of the potential negative effects
of experiences rating, outlined above, this should include a parallel track monitoring system that helps curb
unintended effects. Incorporating a method of experience rating is certainly feasible as demonstrated by the
integration model the national AFL-CIO proposed during the national health care reform effort in the 1990s as well
as the alignment models practiced in Canada.
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Another aspect to consider is that in any integration/alignment model it is important to ensure an efficient system of
data collection as regards occupational injuries and illnesses, as well as the reporting of that data to government
agencies responsible for the enforcement of health and safety laws and those overseeing the operation of the
workers’ compensation system. This would allow appropriate agencies to work with companies that have poor
safety records towards implementing improvements.
In Vermont, the administration already works with companies with poor safety records to improve their practices.
Integration of workers’ compensation may open up further targeted and strategic opportunities to strengthen interagency cooperation to improve and strengthen health and safety protections that would effectively advance
workers’ human right to a safe and healthy workplace environment.
Currently, workers’ compensation does not require the employee to pay premiums, co-pays, or deductibles
in order to receive health benefits. Green Mountain Care will likely require some kind of contribution from
most individuals. What do you think about this?
Act 48 does not require Green Mountain Care (GMC) to charge user fees of any kind; on the contrary, it stipulates
that “systemic barriers, such as cost, must not prevent people from accessing necessary health care.” There is a
large body of research evidence that shows that all forms of user fees or “cost-sharing” harm people’s health. User
fees, even at very low levels, discourage people from seeking necessary care and filling their prescriptions, thus
causing them to become sicker (and increasing the costs to the system down the road). There is also a
discriminatory effect of user fees, as they shift the burden of financing the health care system on people in poor
health.
Regarding the financing of the health care system as a whole, Act 48 requires that GMC be publicly and equitably
financed, which points to contributions through the tax system, and specifically individual and corporate income
taxes, as the main founding source. Thus, as residents of Vermont, workers will already contribute to the system,
via taxation, and must not be charged again at the point of accessing needed services.
Additionally, workers injured on the job require special protection from financial burdens, as they have already
relinquished the right to sue their employer in exchange for full coverage of their medical treatment and wage
replacement. Even in the current market-based health care system, an integration of the health aspect of workers’
compensation would be possible without “cost-sharing”. For example, if the AFL-CIO model is considered, any
“cost-sharing” assessed on patients would, in the case of injured/ill workers, be covered by GMC and then
recovered from the employer. In the case of occupational injuries and illnesses that cannot be assessed against a
specific employer, the community rating system for all similarly situated employers could be adjusted.
However, this is not the health system model mandated by Act 48. In a publicly and equitably financed universal
system, there is no justification for charging user fees for accessing medically necessary care.
Do you find that employees have to wait longer to receive care through workers’ compensation as compared
to health insurance?
Yes. In our experience and according to testimonies from different stakeholders, including calls we receive from
injured/ill workers on our workers’ center hotline, denial of care, delays to care and provision of inadequate care
are prevalent in Vermont’s worker’s compensation system. It is often the difficulty of establishing causation that
results in legitimate claims being denied or delayed. It is an unfortunate reality that many claimants within the
workers’ compensation system in Vermont, especially those with illnesses or serious injuries leading to long term
disability, face unconscionable delays in accessing needed health care, with devastating effects on their health and
well-being. Original medical conditions can worsen, or secondary injuries can develop, due to delays in receiving
necessary medical treatment.
When the claims process runs smoothly, in certain cases, people injured or made ill at work, particularly those with
traumatic injuries, seem to be able to see the correct specialist sooner than in the current health insurance system.
This can partly be traced to workers’ concerns about costs and income, as they may put off surgery when injured
outside work due to the lack of sick leave and wage replacement. Also, because worker’s compensation insurers or
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self-insured employers have to pay indemnity, there is an incentive for them to push for quicker and more
aggressive treatment for those injured or made ill on the job. However, aggressive medicine does not necessarily
lead to good health outcomes for workers, and in fact can harm their long-term health. It is important to consider
that the motivation for prompt and aggressive treatment is not necessarily workers’ health but cost containment.
The goal of any health system must be timely access to appropriate care, but care received under current workers’
compensation has not always proved appropriate.
Under workers’ compensation, the goal is to get the employee back to work. What are your health care goals
for employees?
Workers’ health considerations rather than cost containment should be the primary factor that determines when a
worker is ready to return to work after an occupational injury or illness. The goal of integration is to ensure that
workers’ health receives higher priority than it does now.
The goal of any good return to work program within workers’ compensation is the safe and timely return of
employees to transitional or regular employment. That is achievable only if employees do not return to work before
they have fully recovered from their injury or illness. In the current system there are reports that to keep insurance
costs down employers require injured/ill workers to work when they need to be at home healing. It has also been
documented that some employers and insurance companies pressure occupational health practitioners to provide
insufficient medical treatment to hide or play down work-related injuries or illnesses which may compel workers to
return to work before they are fully recovered.
Integration would address these problems by designing return to work programs, especially vocational
rehabilitation, as part of an overarching focus on worker’s health as well as their right to work. It would also
facilitate a move to free choice of physicians for workers, so that the workers’ own physician would determine
when the worker is fit to return to work. We believe that integration will lead to the best health outcomes for
workers and advance the human right to health care, which mandates patient-oriented, appropriate care.
Other comments:
A core element of the human right to healthcare is universal access, namely that access to health care must be
guaranteed for all on an equitable basis and provided in a timely manner. A human right to healthcare requires that
all individuals, including all workers who have become injured or ill from work-related causes must have access to
patient–oriented, quality and timely healthcare and treatment. There must be no delayed, partial or second class
system of healthcare for injured and ill workers. The need to prove the work-relatedness of a medical condition
must be delinked from access to needed health care.
Section 1 (a) (1) of Act 48 states that the state of Vermont must ensure universal access to and coverage for highquality, medically necessary health services for all Vermonters. In order to conform to the statute, Vermont must
devise a method of integrating its workers’ compensation into this new system. To conform to Act 48’s
requirement that all Vermonters are to be provided with healthcare as a public good, a system must be established
that does not exclude workers that have become injured or ill from work-related causes.
Important Elements of an Integrated Workers’ Compensation System:
Regardless of how integration or alignment is achieved, the following include certain critical elements of any
system for providing health care to injured or ill workers.




Immediate access to healthcare for any injured or ill workers, regardless of cause of illness or injury, and
without cost burden on the injured or sick worker.
Worker choice in the selection of medical providers.
The incorporation of mechanisms that act as preventive tools towards strengthening health and safety at the
workplace [for example some form of experience rating or other strategic features. Upon request, we can
provide more information on different types of options available while structuring such mechanisms.]
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Data collection as regards occupational injuries and illnesses and the reporting of that data to government
agencies responsible for the enforcement of health and safety laws and those overseeing the operation of
the workers’ compensation system.
Timely access to information that will enable injured and ill workers to navigate the complex workers’
compensation system and make informed decisions. This could be achieved, for example, through the
Office of Healthcare Ombudsman, Vermont Legal Aid.
Guaranteed appropriate medical treatment and the provision of medical services that may be unique to
occupational injuries and illnesses – for example, expertise in the area of repetitive motion disorders.9

This is an incredible opportunity in Vermont to pioneer a policy model within the United States whereby injured
and ill workers can, regardless of the cause of their injury, access appropriate health care in a timely manner
through a unified publicly financed health care system.
___
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MEMO
To:
From:
Re:
Date:

Devon Green
David Mickenberg
Worker’s Compensation Incorporation
January 14, 2013

Thank you for meeting with us to discuss the potential incorporation of Worker’s
Compensation medical benefits into a single payer health care system. Both
organized labor and the worker’s compensation bar look forward to continuing this
discussion and to reading your report.
Below is a summary of some of the points that were made at the meeting as a way of
highlighting our discussion. As we stated at the meeting, many of the issues we
raised should be considered questions and observations, not necessarily firm
positions on the overall concept of incorporation.
1) Safety: Workers are concerned that by incorporating worker’s comp. medical
benefits into single payer system employers will have less of an incentive to
focus on safe workplaces. Given that worker’s comp. rates are mostly driven
by experience mods and that medical benefits constitute the majority of
workers comp. claims, employers will have less incentive to foster safe work
environments if they no longer are factoring in medical benefits. Workplace
safety is already an issue and incorporation could increase the prospect of
more numerous and severe injuries, a deep concern for workers.
2) Costs to Claimants: Right now workers are held harmless in terms of out of
pocket expenses for worker’s compensation. It remains unclear how this
would work in an incorporation model and it would be fundamentally unfair
to workers if they were required to absorb new costs.
3) Settlement of claims: Settlement of worker’s compensation claims are
complicated and often technical, in particular when looking at future medial
benefits. It is unclear how such settlements would work under an
incorporation model.
Furthermore, given that medical benefits are a large part of settlements
currently it may be difficult for claimants to get full value for their claims and
will likely reduce the legal representation available.
4) Level of Benefit: Often time worker’s comp. claimants are entitled to
benefits that they may not be entitled to through their health insurance. The
right to such reasonable and necessary benefits was part of the grand
bargain that claimants made when they gave up their right to sue their

employers. There is a serious concern that incorporation would diminish
claimants right to these benefits.
It is also unclear how a claimant would adjudicate denial of benefits which is
now adjudicated through the Department of Labor and the Court system. For
instance will there be mechanisms in place to appeal denials to court; how
would costs for appeals be dealt with; would claimants have the right to
representation at hearings; how would the body of law concerning work
injuries be viewed etc.?

