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Abstract

This pamphlet introduces a novel approach to employee 

benefits: the Universal Workers’ Compensation Model 

(UWCM). This concept incorporates some characteristics of 

existing benefit programs but directs them for a new purpose 

of providing comprehensively for the health of workers. The 

UWCM is a defined contribution approach designed for very 

large employers. Each employee is tithed 2 percent of wages, 

and a participating employer is tithed 6 percent of the wage 

pool, all pre-tax dollars. An insurance company provides 

coverage for congruent risks of illness, injury, disability, and 

death. The concept stipulates constraints on profit, float, and 

administrative overhead. Plans would disperse surplus funds 

to each employee to diminish costs of ancillary health-related 

insurance, such as family coverage. The UWCM requires no 

insurance company to offer such policies, nor does it require 

any employer to purchase the policy. If enacted through 

appropriate state-level legislation, however, the UWCM 

would enable a company to monetize altruism by coupling 

cost-effectiveness with a progressive premium and a pro-rata 

distribution of surplus funds. This pamphlet briefly reviews 

the history of existing workers’ compensation regimes before 

addressing the particulars of the UWCM and its benefits. 
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Introduction

At the end of the nineteenth century, employers in the rapidly indus-
trializing West offered very little employee relief aside from charity 
for those who were injured or otherwise incapacitated. Even when 
workers suffered incapacity because of a violent injury suffered at 
work, civil law sharply limited recourse. Throughout the West, such 
conditions for workers helped spark social upheaval and protest, re-
sulting in the proliferation of unions; the influential writing of Karl 
Marx, Frederick Engels, Ferdinand Lassalle, Upton Sinclair, Jack Lon-
don, and others; and more.

From the flames of this unrest, governments in the West began 
to pursue political and regulatory solutions. The compromise that 
emerged in the German Reichstag under the heavy hand of Chancel-
lor Otto von Bismarck has been termed a “Welfare Monarchy.” In ex-
change for supporting the needs and agenda of the Prussian state, its 
workers were entitled to a degree of security from the consequences 
of illness and old age. For disabling injury, recourse was a tripartite 
indemnity system—workmen’s compensation, Social Security, or 
welfare—that depended on circumstance. This Prussian approach 
has influenced international considerations of employee benefits ever 
since. But it is an approach that proved to be flawed, compelling most 
industrialized nations to address weaknesses through serial quick 
fixes. The result is a patchwork of laws and stipulations that hides in 
the infrastructure of each industrialized nation and many a former 
colony, a patchwork that has not matched the evolution of employ-
ment through the twentieth and early twenty-first centuries.

Bismarck’s “welfare monarchy” arrived on the American shore 
at a time of considerable ideological debate. Then, as now, realpo-
litik was driven by the degree to which alterations to the distribu-
tion of wealth—and its covariates, power and health—were tolerable. 
There were four presidential candidates in 1912: Woodrow Wilson 
was the nominee of the Democratic Party, Theodore Roosevelt ran 
for the Progressive Party, William H. Taft was the Republican, and 
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Eugene Debs was the Socialist. Wilson prevailed. Roosevelt’s defeat 
took with it a platform that echoed the social legislation in Europe. 
Hence, unlike most of the industrialized world, the United States only 
countenanced workmen’s compensation a century ago, one state at 
a time. Workmen’s compensation (now workers’ compensation) is 
narrowly defined in nearly every state to provide medical care and 
income maintenance to workers recovering from an accidental “per-
sonal injury that arose out of and in the course of employment.” If 
recovery is incomplete, the worker is still entitled to maintenance of 
income through the provision of a monetary supplement. For these 
injured workers, workers’ compensation is, legally speaking, an “ex-
clusive remedy.” In accepting this indemnity, the worker forgoes 
other rights, such as the right to sue the employer for harm suffered 
at work. Employers won this “tort immunity” in the negotiations that 
were required to pass this legislation in America early in the twenti-
eth century. All of these constraints have come to be served by large 
administrative, medical/surgical, and legal establishments. But at its 
heart, this system is based on what we might call the social construc-
tion of worthiness: in a society that has embraced the virtue of hard 
work as the basis of economic reward, the person who is injured in 
the course of gainful employment is more deserving than someone 
who is unable to work for some other reason.

As it evolved, worker’s compensation insurance took advantage 
of the “fee-for-service” precedent in American health care. Decisions 
about who to treat, what to treat, and by what means to treat were left 
to the physician. The system also left questions of cost to the doctors, 
who typically determined charges on a sliding scale that expected 
higher payments from wealthier patients and lower payments from 
those requiring charity. Well past the middle of the twentieth century, 
the American Medical Association (AMA) embraced this approach as 
ethical. And because care of the injured worker was indemnified in 
workers’ compensation policies without income constraint, doctors 
attended to injured workers rapidly—and profitably.

Providing recourse for health care was largely restricted to the 
injured worker until midcentury. At that time, in the context of a 
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rapidly expanding postwar economy and labor market, employer-
sponsored health insurance stepped into the void on behalf of work-
ers and their families who suffered other forms and causes of illness. 
Following the precedent of workers’ compensation insurance, its 
emergence occurred state by state. The initial emphasis was insur-
ance for hospitalization. The American Hospital Association assumed 
regulatory control of the hospital industry. Blue Cross spun out of the 
association; Blue Shield followed later. From these foundations, for 
the remainder of the twentieth century, nongovernmental, physician-
controlled bodies dominated the regulation and costliness of health 
care. It is the consummate example of what economic theorists call 
“regulatory capture,” the distortion that results when a regulatory 
agency or regime is co-opted to the advantage of the special interests 
it is charged with regulating.

Starting in the New Deal era under President Franklin Delano 
Roosevelt, the United States turned its attention to other parts of Bis-
marck’s “welfare monarchy”: old-age and disability pensions. Since 
old-age pension is contentious only to the degree that one defines the 
age of “old,” its enactment happened quickly in the Social Security 
Act of 1935. But disability is a continuum. What degree of incapacity 
renders one sufficiently “disabled” to justify financial support? Follow-
ing an intense and prolonged ideological debate, Social Security Dis-
ability Insurance (SSDI) was signed into law by President Dwight D. 
Eisenhower in 1956 as an amendment to the Social Security Act. An 
extensive body of law has been written subsequently that serves to 
obstruct the path to a disability award. Within that legal framework, 
the medical community bears responsibility for determining the wor-
thiness of any supplicant for disability support. This determination 
is based on the quantification of “impairment,” a term said to denote 
bodily damage that compromises function. The definition of impair-
ment and the impairment basis for the determination of disability 
have withstood scientific scrutiny poorly, if at all. Nonetheless, this is 
the operating principle for recourse for individuals who find employ-
ment untenable. Once the worker becomes a claimant for a disabil-
ity award under SSDI or workers’ compensation, a series of perverse 
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incentives embroil the disabled in a legal structure that can impede 
healing and promote much embitterment in the quest for recourse.

Medicare and Medicaid were late to the party, but not that late. 
Medicare was legislated in an era when the AMA Code of Medical 
Ethics still held that fees are to be “commensurate with the services 
rendered and the patient’s ability to pay.” It is not surprising that the 
AMA mustered the influence to secure the function of fee-setting for 
services to individuals who are eligible for Medicare because of age or 
disability or both.

The contemporary system of employer-based health and disability 
insurance in the United States is rooted in the Prussian precedent, 
modified piecemeal over the course of the last century. Each revision, 
large or small, has had supporters and detractors, resulting in political 
compromises that have frayed the patchwork nearly to the point of 
dissolution. The time has come for a new approach to employee ben-
efits, one that would replace the redundant, unnecessary, ineffective, 
and counterproductive elements of the current patchwork with an ef-
ficient system supported by a tightly knit moral fabric. This new sys-
tem of employee benefits is grounded in an understanding of shared 
responsibility for the well-being of our society’s individual members. 
We believe that the current debate has lost sight of this ethic in the 
drive to preserve a complex, avaricious system in which individuals 
in need are considered an economic loss.

Social and Regulatory Underpinnings of the  
American “Safety Net” Today

Basing disability determination on impairment remains generally in-
violate because it is assumed that loss of bodily function or structure 
is a surrogate measure of the worthiness of a claim. With rare but 
noteworthy exceptions, the resource-advantaged world has eschewed 
attempts at alternative bases for recourse, “means testing” in particu-
lar. Means testing predicates recourse on some measure of actual pur-
chasing power rather than on a surrogate measure of disability. Means 
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testing is an ancient principle that continues to be used to determine 
eligibility of students for financial support at some institutions. It also 
persists in the administration of Social Security disability programs, 
the Affordable Care Act, and other entitlement programs in deter-
mining eligibility for the program or a component of the program. It 
requires such pseudo-quantitative constructs as “poverty level” or a 
decision as to how much income qualifies one as a wage earner.

In any event, this incremental development of social welfare pro-
grams has created a great number of silos. Some of these demand a 
demonstration of need for access. Some, such as pensions, require 
monetary contributions over time. Each silo has required regulatory 
oversight, often manifest as hefty regulatory documents and ponder-
ous regulatory agencies. Each regulatory event has suffered regula-
tory capture, sometimes to an unconscionable degree and often as a 
stealth phenomenon. The result is multiple federal and state bureau-
cracies that vary in efficiency, principals, and coordination. A century 
ago, Max Weber coined the term “bureaucracy” to denote a tightly 
regulated, standardized, hierarchical, and impersonal organizational 
structure. Bureaucracy, he felt, offered the most efficient and effective 
approach to managing a complex organization—unless it turned in-
ward to become the end rather than a means. Weber famously feared 
a society that found itself trapped in an “iron cage” of bureaucrati-
zation and rationalization. We are not trapped, not yet, but we are 
forewarned.

The principles behind all our entitlement and pension programs 
are compelling. But the history of their management is scarred by all 
the failings Weber feared, as well as by unpredictable ethical lapses. It 
is no surprise that challenges continue apace, resulting in a multiplic-
ity of cumulative legislative and administrative reforms. For example, 
many nongovernmental pension funds suffered poor management if 
not outright fraud, leaving workers bereft. Even the federal pension 
funds, including the Social Security funds, are rifled as a matter of 
course by succeeding administrations who justify doing so by guaran-
teeing that the funds will be replenished by tax revenues when neces-
sary. This federal budgetary expedient is argued repeatedly and de-
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bated ad nauseum. But the rifling of nongovernmental pension funds 
was rendered more difficult by the enactment of the Employee Retire-
ment Income Security Act (ERISA) in 1974. ERISA is a federal act that 
establishes standards for pension plans in private industry. Congress 
has amended the act repeatedly since passage, including amendments 
that affect health benefits and the fashion in which ERISA preempts 
state pension laws.

The Machinery of the Insurance Industry

Growing hand in hand with this American version of a “welfare mon-
archy” is an insurance industry that is as particular as the various 
programs it is called on to underwrite. It too lives in silos, each with 
a business model and regulatory oversight, or lack thereof. These 
complex systems manage to function, but few would argue that they 
function well. Furthermore, any infrastructure that grows in size and 
distance from the beneficiary risks losing its way. Succumbing to this 
risk is all too common today.

Most insurance is offered by private companies that are regulated 
by the state in which the policy is offered, with important differences 
across states. However, for the various employee-benefits schemes in 
the private sector, there is commonality to the business models. Most 
have actuarial considerations at heart. That means insurers calculate 
premiums by considering “time value of money” (the amount of in-
come the insurer can earn on the premium over the life of the insur-
ance policy) to accumulate sufficient funds to cover future liabilities, 
account for administrative expenses, and produce a profit.

These premiums can provide an enormous pool of cash, termed a 
“float,” held in reserve or as surplus by the insurance company and 
invested for profit. The reserve is the share of float set aside for pay-
ments required under the insurance policy. Because liabilities are con-
tingent, the amount of float set aside as reserve is determined utiliz-
ing actuarial estimates for current and future claims. Understandably, 
the insurance company has regulatory limitations associated with the 
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investment of these funds in order to secure the assets for future pay-
ments. The reserves should produce an investment return reasonably 
equivalent to the “cost of money” (the projected interest on govern-
ment bonds). The surplus (the share of the float over and above the 
reserve) is not subject to the same regulatory scrutiny, and insurance 
companies may invest the surplus as they see fit. In this way, the firms 
find profitability far beyond the profit built into the structure of the 
premiums. Therein, also, lies the risks that have led to the bankruptcy 
of several private insurance companies.

In addition to floats, the business model for private insurers offers 
other aspects that ensure profitability. Most health-insurance poli-
cies are a “defined benefit.” That means the insurer defines what is 
covered, and the insured needs to secure the resources necessary to 
pay the premium. A “defined contribution” policy would have a set 
premium, and the insurance company would only pay benefits up to 
the value of the total contribution. For insurance available through 
employers, large employers are generally permitted and inclined to 
cover the risk themselves—i.e., they are self-insured. Even still, self-
insuring employers tend to turn to the private insurance world to 
service the claims process. This was traditionally a “cost-plus” ar-
rangement wherein the policy is a defined benefits scheme, and a 
percentage of the cost is added to the premium as a management fee. 
All of these arrangements came into existence when it was assumed 
the various providers (stakeholders) would resist any tendency to 
overcharge the insured. The dew is long off those petals.

The Management of Risk and the  
New Moral Hazard

In this complicated patchwork, many of the benefits programs we 
have today are the purview of government; many others are en-
trenched in the private sector. They are either “benefits” of employ-
ment or priorities for individuals. To the extent that they are optional 
places a considerable burden on both the indemnifying agency and 



8

the beneficiary to consider “risk” a priori. Past experiences with simi-
lar circumstances become the basis for setting premiums. An industry 
housing the actuarial profession has developed to serve risk assess-
ment in a fashion that is seldom readily comprehensible or transpar-
ent because of the ambiguity of “risk” as a concept. Risk for whom? 
What form does the risk take? What is the trade-off? Who evaluates 
outcomes? There is a remarkable track record of purchasing pigs in 
pokes under the banner of risk abatement.

“Moral hazard” is a notion that came into being with the insurance 
industry in Victorian times. The principle of insurance is to share risk; 
taking personal advantage of the principle of shared risk is a moral 
hazard. The classic example of moral hazard is an indemnified indi-
vidual in need of cash burning down his house to collect the insur-
ance money. The response was to create insurance investigators to 
seek out and punish scalawags. That is a real challenge when it comes 
to arsonists, but it is an overwhelming challenge when it comes to 
notions such as “disability.” The results are the size, scope, profitabil-
ity, and uncertain efficacy of an industry fundamentally dedicated to 
catching cheaters.

Recognizing risk, evaluating risk, and tolerating risk are tasks that 
are inescapable at the level of the individual or at the level of any 
organization. Success of the individual and the organization often 
reflects the facility with which risk is confronted. Avoiding risk can 
have considerable “opportunity cost” that should be both recognized 
and considered. On one side of the opportunity-cost ledger are large 
contingent risks that cause one to shy away from an undertaking that 
usually can be accomplished without an untoward outcome. “Insur-
ance” provides a mechanism for collective risk-sharing to mitigate 
the risk. The other side of the opportunity-cost ledger stems from 
the very nature of insurance. The insured has loaned the insurance 
company money in the form of a premium. In so doing, the insured 
is trading off the opportunity to invest money and earn a market rate 
of return for a promise of protection against some financial risk. The 
loan provides a limited market rate return on investment at best, 
thereby depriving the insured of investment value associated with 
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the loan. Enter “risk management,” a discipline targeting the proper 
balance of risk mitigation alternatives spanning the gamut from fully 
insured to self-insured. When it comes to insurance, both too much 
and too little carry opportunity cost.

Insurance is ultimately a personal solution to the specter of risk. 
It is a mechanism whereby the risk can be shared so as to mitigate 
risks to an individual or an organization, the insured. The early it-
erations of insurance were necessitated by risk-adverse sentiment 
within the maritime community. Without insurance, how often would 
a shipowner undertake a risky voyage? The protections provided an 
incentive to take risks. Furthermore, it is profit that can mitigate the 
risk of the underwriting itself. The profitability of underwriting and 
financing risk mitigation has grown the modern insurance industry 
into a behemoth, with coverage options only limited by the imagina-
tion. The objective is no longer just to incentivize behavior through 
protection—it is profit. To protect and promote the “profit motive,” 
risks are disjoined, creating silos for managing profit. Each silo bears 
its own administrative expenses and margin, inflating the aggregate 
premiums paid by the insured to mitigate the risk. The insurer retains 
the surplus and any investment profit, compounding the effect. This 
progression—total expenses continue to increase and total premium 
continues to grow, producing more profit even at a stagnant cost of 
money—requires the insured to pay more to mitigate less. Tradition-
ally, the moral hazard of insurance was the false claim; today, it in-
cludes misguided, inefficient indemnification.

The 24-Hour-Coverage Model

The muddled state of social insurance in America is no secret. It also 
is well entrenched as a presumably necessary evil and a price of doing 
business. There have been initiatives for substantive change, most 
dying quietly without whimper or dirge. But one initiative still rever-
berates: the Clinton administration in the early 1990s advanced an 
idea of national health-care reform that included consolidating work-
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ers’ compensation medical care into a national health-care system. 
Although the notion never gained traction nationally, it engendered 
significant discussion within the workers’ compensation community 
and came to be known as “24-hour coverage.” Traditionally, under a 
workers’ compensation policy, employees were indemnified for per-
sonal injuries that arose out of and in the course of their employment. 
The notion of 24-hour coverage eliminates the need for a relationship 
to employment itself. It doesn’t matter if the employee trips and falls 
at work or at home after work; any injury that results is covered.

The rubric of 24-hour coverage stimulated the imagination of the 
insurance industry and state policy makers. Model legislation was 
developed by the National Association of Insurance Commissioners, 
and several states authorized pilot projects. But no pilot successfully 
got off the ground. Reasons for this include a lack of interest from 
the business community, failure to mitigate the negative effects of ad-
versarial arguments and determinations, and the inability to avoid 
the bureaucratic nuances of state workers’ compensation systems. 
As a result, 24-hour coverage remains an elusive theory that encom-
passes several variations and shares vagaries with the notion of “na-
tional health insurance.” Alternative schemes share the promise of 
reducing administrative cost and avoiding duplication of payment, 
though all envision a work-relatedness determination in benefits 
indemnification: 

24-hour administration. This alternative would allow an  
insurer to market separate policies for workers’ general 
medical care and workers’ compensation medical care 
under one claims administrative umbrella.

24-hour medical coverage. This alternative would allow an 
insurer to market and issue one policy covering workers 
for medical expenditures whether work-related or 
non-work-related.

24-hour medical and disability coverage. This alternative would 
allow an insurer to market and issue one policy covering 
workers for medical expenditures and disability claims 
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whether work-related or non-work-related. Presumably, 
consolidating medical and disability coverage would 
improve quality of care and enhance disability management.

24-hour medical, disability, and accident coverage. This 
alternative would allow an insurer to market and issue one 
policy covering workers for medical expenditures, disability, 
and accidental injury whether work-related or non-work-
related. Presumably consolidating medical, disability, and 
accidental injury coverage would improve quality of care, 
enhance disability management, and provide accidental 
injury support.

24-hour medical, disability, accident, and life coverage. This 
alternative would allow an insurer to market and issue one 
policy covering workers for medical, disability, accidental 
injury, and death whether work-related or non-work-
related. Presumably consolidating medical, disability, and 
accidental injury coverage would improve quality of care, 
enhance disability management, provide accidental injury 
support, and afford financial assistance at death.

The 24-hour-coverage model created a buzz well into the first 
decade of this century. Of all the iterations above, the final one— 
designing a fiscally responsible financial safety net for workers’ medi-
cal, disability, accident, and death risks—seems most responsible. 
This iteration has never gained traction, but neither has it died. In it, 
we see the foundation for a truly transformational approach to our 
national health-care dilemma. 

Employee Benefits for the Twenty-First Century

Underlying this new approach are three core principles. First, con-
gruent risks should be consolidated under one insurance policy and 
incongruent risks underwritten separately. Second, premiums should 
be progressive as a percentage of income, with surplus and float ad-
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ministered for the sole benefit of the insured. Third, profits should be 
fixed as a percentage of premium. Each of these operating principles, 
explained more fully below, is required if the cumbersome and inef-
ficient patchwork of social insurance is to give way to an indemnity 
scheme that insures against morbid and mortal risks while ensuring 
affordability and assuring well-being.

COngRUEnT Risks

 “Health insurance” may be common parlance, but it is actually dif-
ficult to conceptualize and define. Health is not simply the absence 
of disease. Health is a far more global concept that captures notions 
of community, solvency, self-worth, and more. A large and growing 
body of literature reinforces this reality. In this context, it is difficult 
to imagine truly insuring health; only insuring against some of the 
risks that would render health unattainable for a given individual 
seems possible. But many of the risks for reduced health depend on 
personal preferences and situations. For example, pride and comfort 
in home ownership is only relevant to individuals who care about 
being homeowners and also own their home. Likewise, pediatric in-
terventions are relevant to parents and their children but not so rel-
evant to individuals without children. Hence, child medical care and 
homeowner’s insurance are incongruent in that the relevant risks for 
each are commonly but not universally relevant. But death, disabil-
ity, illness, and injury are congruent risks that pertain to all of us. 
The only reason insurers treat them as incongruent is historical acci-
dent. Furthermore, treating them as incongruent requires replicating 
administrations and administrative costs and providing overlapping 
coverage—redundancies that are inefficient and expensive.

PROgREssivE PREMiUMs

The moral imperative for any indemnity scheme is to share the risks 
for hazards that would be intolerable if borne by an individual. We 
purchase homeowner’s insurance hoping we will never need it but 
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comforted that we will not end up homeless if our home burns down. 
In a homeowner’s policy, each policy owner’s premium is adjusted 
to be consonant with the value of their home. In that way, the young 
family with a “starter” home is not penalized should a McMansion 
burn to the ground. Insurers calculate premiums so that the sum in 
the float can cover all indemnified risks, the expenses of operating 
the indemnity scheme, and its profit margin. But social insurance 
premiums are not so readily adjusted to place monetary values on 
morbidity. Furthermore, there is an ethical conundrum for social in-
surance that is different from homeowner’s insurance. If a low wage 
earner can no longer support his or her family, it is likely to be cata-
strophic for that person and that person’s family. It would be unusual 
for such a family to be cushioned by accumulated wealth. How can 
social insurance be designed to answer the call to insure against risks 
that are only intolerable for some of us? The default answer is libertar-
ian, which some would find callous and unacceptable. An alternative 
answer is to somehow render the indemnity scheme progressive so 
that premiums and/or awards are adjusted to level the playing field to 
the degree that satisfies the inclination toward altruism. 

FiDUCiARy REsPOnsibiliTy

Over the course of the last half of the twentieth century, nongovern-
mental enterprises offering social insurance policies have witnessed 
enormous growth in the number of covered individuals and, along 
the way, the magnitude of premium dollars passing through their cof-
fers. Many offer “cost-plus” policies to large employers that, by defini-
tion, provide a predictable margin for administration and profit. As 
noted above, all have floats—often sizable—that are available for sec-
ondary investment. The industry has grown at this rapid pace with-
out a mandate to render the cash/profit stream transparent. We know 
of instances of mismanagement of investments, claims adjudication, 
and risk assessment that rendered insurance companies insolvent. 
Many insurance companies are publicly traded and offer stockholders 
dividends and a pretty return on their equity investment—or not. But 
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these are not the Big Five tech companies or the Big Three automobile 
manufacturers, which march to the rule of caveat emptor. Insurance 
companies sell something more abstract: risk reduction. And they 
are playing with the moneys that individuals are setting aside for that 
purpose—not to invest, not to enjoy, not to utilize productively. All 
inefficiency and untoward profitability of the insurance industry is its 
moral hazard. Both need to be carefully monitored for adherence to 
stated expectations and limitations.

That’s the outline of our solution to the economic challenge of so-
cial insurance in the United States. The details follow. There is no 
devil in these details, but there is a solution to the political challenge 
of providing the American worker with a benefits scheme that the 
worker will consider rational and valuable.

The Universal Workers’ Compensation Model

Some fifteen years ago, we found ourselves in a conference room 
armed with a white board, very different career experiences, and a 
dream about rational, comprehensive employee benefits. Before long 
we had sketched out a novel indemnity scheme that provides employ-
ees efficient, effective, cost-effective, and highly ethical coverage for 
major congruent risks to their health and well-being. The result is the 
Universal Workers’ Compensation Model (UWCM), a plan for social 
insurance for the twenty-first century that blends insurance coverage 
for health, disability, workers’ compensation, accident, and life into a 
consolidated employee-benefits design.

hEAlTh

 “Health care” is a social construction that can be informed by science 
if the people are prepared to listen, but it must be informed by sci-
ence if “health insurance” is to serve the common good. Under the 
UWCM, only interventions provided or prescribed by licensed prac-
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titioners of medicine, osteopathy, podiatry, optometry, and dentistry 
are to be considered for coverage. This reflects the fact that there is 
scientific support for some of the ministrations of these practitioners. 
Other ministrations by these practitioners do not have scientific sup-
port and only persist through common practice, experience, and hu-
bris. The only useful way to confront such practices is insisting on 
transparency and making a plea for “progress.” The UWCM is not a 
participant in defining what works when the patient and the doctor 
are discussing these therapeutic options. Rather, the UWCM places 
the responsibility for “health care” primarily on the patient-physician 
dialogue, without the constraints of co-pays or the perverse aspects of 
the “electronic health record.”

There is a third category of interventions, however, a category that 
is neither compelling on scientific grounds nor without scientific test-
ing. These are interventions that have been studied, including many 
that pass muster with the licensing criteria of the Food and Drug Ad-
ministration, but the data for effectiveness suggests no more than the 
possibility of utility, of some benefit for some patients. The current 
ethic in health insurance tolerates all such questionable options. The 
UWCM is not so laissez-faire. Rather, the UWCM tasks a Clinical 
Effectiveness Panel to examine the science associated with treatment 
options to determine if the science supports a substantial potential 
for clinically meaningful benefit. This is an exercise in refutation, for 
which science offers the greatest likelihood of reliability and validity. 
This is NOT an exercise in rationing. Isn’t it rational to provide infor-
mation to the patient-doctor dialogue when an intervention has no 
certain likelihood of any clinically meaningful benefit? And most cer-
tainly, the Clinical Effectiveness Panel is not a “death panel.” Rather, it 
is composed of six physicians and three attorneys, all senior academ-
ics with apposite career focuses and professional histories unblem-
ished by potential conflicts of interest with the ethical foundation for 
determinations by the panel. A determination that a particular cover-
age can be precluded is a highly responsible, anxiety-provoking, and 
moral decision.
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DisAbiliTy

Disability insurance is also socially constructed. Short of catastrophic 
morbidity, disability is highly contextual. From the perspective of the 
individual who considers herself or himself disabled, physical and in-
tellectual capacity is measured by the ability to access and maintain 
gainful employment. From the perspective of the agency charged with 
determining the validity of the perception of the individual, the claim 
for a disability award is, until proven otherwise, an overstatement of 
work incapacity. The resulting contest can be drawn out, counter-
productive from the perspective of the claimant, and expensive from 
the perspective of administration. Disability determination is the ex-
pensive and ugly underbelly of disability insurance. To make matters 
worse, it’s an exercise in social iatrogenesis: one can’t get well if one 
has to prove illness. The UWCM eliminates the contest. The claim-
ant is to be believed, with awards readily forthcoming but explicitly 
limited in duration. The underlying ethic is that healing, coping, and 
adaptation of and to task demands are a much higher priority than 
challenging the validity of the claim. The UWCM includes both a ro-
bust disability component for wage replacement and a schedule of 
additional compensation as a resource for workers addressing certain 
accidental injuries, including loss of limb, hearing, and eyesight.

WORkERs’ COMPEnsATiOn

Workers’ compensation insurance was not socially constructed. It 
was legislated by the Reichstag a century ago and largely replicated 
in most industrialized countries. It was an important advance in 
the cause of workplace health and safety. Employees were suffering 
violent accidental injuries arising out of the course of employment. 
Workers’ compensation at least offered them medical care and wage 
replacement, although in the United States, the worker had to trade 
off the right to sue an employer for workplaces predisposed to the 
injury. Today, about 80 percent of workers’ compensation claims re-
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flect violent injuries—generally contusions, lacerations, and the like, 
and occasionally a more catastrophic injury. Medical care is promptly 
provided with a great likelihood of returning to work, usually to the 
same job.

Some 20 percent of the claims are for symptoms that arise in the 
course of tasks that are customary and customarily comfortable. 
These symptoms, which are labeled injuries so they qualify for cover-
age under workers’ compensation, include backache and arm pain. 
However, little is efficient about the way these putative injuries are 
addressed. These claimants enter into the disability determination 
gauntlet with the additional baggage of having to prove that their 
back or arm pain is a consequence of a task that is typically custom-
ary and comfortable. It is not surprising that processing these 20 
percent of claims accounts for some 80 percent of the cost of work-
ers’ compensation indemnity schemes. Furthermore, the therapeutic 
menu offered the “injured” worker with back or arm pain is far more 
aggressive, costly, and clinically disappointing than the therapeutic 
menu offered the worker whose care is indemnified by health insur-
ance. There is no clinical rationale for treatment to differ according to 
the source of indemnification; all employees should have ready access 
to appropriate health care. There should be no financial or other bar-
rier to interventions that promise clinically meaningful benefit. Care 
should be provided without co-pay, deductible, or cap. And the cause 
of the morbidity should not be pertinent to health care or recourse 
for any consequential comorbidity, including work incapacity. All 
employees are entitled to reasoned disability insurance, just as all are 
entitled to reasoned health care.

All employees are also entitled to a workplace where the safety of 
the worker is valued. To encourage all parties to the UWCM to pursue 
worker safety, the UWCM imposes a significant and sufficient aug-
mentation to benefits that support a worker injured because of com-
promised workplace safety. The magnitude of such an award serves 
to penalize the residual funds available to the workforce as return on 
premium (vide infra). The federal government and each state support 
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a regulatory agency, an Occupational Health and Safety Administra-
tion (OSHA), with an enforcement function with the same goal of 
workplace safety.

ACCiDEnT

Accident insurance is another form of socially constructed indemni-
fication. Most employers do not provide accident coverage for non-
work-related injuries. The insurance industry is ready, willing, and 
able to provide the coverage to a worker for a premium. In general, 
because of policy limitations imposed upon accidental coverage, it is 
a “moneymaker” for the insurance company. It is difficult to counte-
nance the distinction between a work-related and non-work-related 
accident. Both cause harms to the worker that are physically, psy-
chologically, and financially disruptive, at times rendering the worker 
overwhelmed and desperate. The structure of the UWCM endows an 
enhanced disability and death benefit for accidental injury to improve 
the plight of workers adversely impacted by unexpected physical trag-
edy, regardless of its work-relatedness.

liFE

Life insurance is a social construct with a dual benefit. It inspires 
the worker’s physical and emotional health with the knowledge that 
funds will be available at death to benefit those designated by the 
worker. It also heartens the condition of the beneficiaries. Mindful of 
these opportunities to improve lives, the UWCM offers a minimum 
death benefit equal to one year of the worker’s wages for the worker’s 
beneficiaries.
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The Cost of Comprehensive Employee Coverage: 
Determining Premiums

The UWCM is designed to assess and administer premium dollars, 
harmonizing vigilance and assuagement for the benefit of the work-
ers. The underpinning fiscal premise is that consolidating insurance 
coverage and administration for congruent risks to all workers within 
an employment population will produce the greatest value per pre-
mium dollar. Most employers provide traditional workers’ compensa-
tion, either insured or self-insured; many employers provide a health-
insurance option that is at least partially funded by the employer; and 
many employers provide access to life and disability coverage. Those 
coverages afford the greatest opportunity to consolidate coverage for 
congruent risks.

The ethical underpinning is that all workers should have health 
care at a contribution rate commensurate with the wage the worker 
receives from the employer. All workers contribute to the outcome 
of the employer’s business; otherwise, they are no longer employed. 
The employer determines compensation based upon the value the 
employer associates with the work performed, thereby monetizing 
the value of the work. The value of the worker cannot be monetized 
simply as reflection of individual output. The value of the worker also 
must take into account the contribution to the function and output of 
the workforce. In support of and recognition of this collective notion, 
the employer must contribute a fair share to the cost of the insurance. 
We propose that the employer match worker contributions by at least 
threefold.

Most employers offer and make contributions toward the em-
ployee premium for non-work-related health coverage, and many 
employers offer disability, accident, and life insurance to those em-
ployees. The employer’s proportional contribution toward mitigating 
the employee’s health risks has decreased in recent years with the shift 
to high deductible health-insurance designs that transfer more of the 
costs of care to the worker. Most employers are required by law to 
provide workers’ compensation coverage with no premium contri-
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bution from workers. The UWCM premium contribution model is 
calculated to ensure that aggregated employer contributions account 
for the relative workers’ compensation share and at least 70 percent 
of other UWCM benefits.

A minimum premium should be established to ensure that enough 
money is available to pay the bills and provide a return of premium 
from surplus to avail workers the option to secure additional insur-
ance for incongruent risks that are not covered by the UWCM. Under 
the UWCM, each worker pays an annual minimum premium of 2 
percent of their wage for health, disability, accident, and life cover-
age. A worker earning $30,000 per year pays $600 for coverage. A 
worker earning $3,000,000 per year pays $60,000 for the same cover-
age. Why should the high wage earner pay more money for the same 
coverage? In this regard, Presidents John F. Kennedy and Barack 
Obama both quoted from Luke 12:48: “For unto whomsoever much 
is given, of him shall be much required.” The high wage earner needs 
the low wage earner to support the high wage earner by producing the 
products and performing the tasks that enable the high wage earner 
to benefit from a profitable business. The UWCM offers high wage 
earners the opportunity to monetize altruism by contributing to the 
people that make the profitable idea or strategy a reality. Through a 
pre-tax contribution, high wage earners will directly improve the lives 
of fellow workers with whom they share a collective interest.

The premium is allocated to two distinct funds: an administrative 

fund and a claims fund. The float should be retained by the funds, 
rather than in the coffers of the insurance company itself, and man-
aged independently. The insurance company’s profit should be 
capped as a per cent of premium.

ADMinisTRATivE FUnD

This fund is responsible for cost and expenses associated with pro-
tecting and securing the UWCM and paying administrative fees and 
profits. The administrative profit should be capped as a percentage 
of premium and should not be payable until all liabilities under the 
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insurance policy are discharged. This creates a dilemma for the insur-
ance company: it is responsible for all liabilities, regardless of the suf-
ficiency of the premium, until all claims are discharged, which could 
be thirty, forty, even fifty years. The insurance company does not 
benefit from surplus or float and has no revenue during the period 
from the date the insurance policy is issued until the date all claims 
are closed. Some provision must be made to provide revenue to the 
insurance company during the period the policy is open. Thus, an 
administrative fee should be paid to the insurance company as a per-
centage of the administrative profit it will receive upon final discharge 
of all liabilities. This payment ensures that the administrative profit is 
not diluted by the passage of time without a rate of return and should 
be payable at an adjustable rate to account for the change in interest 
rates over time.

The insurance company is at risk for liabilities if the funds are de-
pleted without the ability to utilize surplus and float to offset liabilities 
between insurance policies where one policy is financially sound and 
another is deficient. This structure requires the insurance company 
to carefully evaluate and determine the necessary premium in un-
derwriting the policy. It also encourages the insurance company to 
responsibly manage the assets of the funds, which is the ultimate goal. 
This fiscal structure severely limits profit margin from any individu-
al’s premium. The insuring company can only create value by provid-
ing benefits to growing numbers of workers rather than by generating 
profits from the magnitude of premiums. Unlike the traditional fiscal 
structure in the insurance industry, this design directs profits gen-
erated from floats to directly benefit employees. The UWCM turns 
social insurance over to a new industry, a service industry with profits 
tied to the degree to which “customers” are well served.

ClAiMs FUnD

This fund is responsible for all cost and expenses associated with the 
payment of health care, disability, accident, and life coverage. Risk 
management for life insurance is a mathematical exercise bolstered by 
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one of the more elegant accomplishments of actuarial science, which 
dates back two centuries to the contributions of Benjamin Gompertz. 
Risk management for health, disability, and life insurance is bolstered 
by a century of compounded mistakes that need not be repeated. The 
UWCM takes advantage of this regrettable track record in designing 
coverage anew.

These considerations are the stimulus for and the platform of the 
UWCM. Furthermore, mathematical modeling of the financials for 
a large employer is surprisingly favorable. The employee premium 
of 2 percent of wages with the employer multiplier will cover the ad-
ministrative fund and more than cover the claims fund. There will 
be unspent moneys, probably substantial unspent moneys. Under the 
UWCM, any surplus should be returned to the worker to purchase 
other insurance covering incongruent risk. This design places the em-
ployer, the worker, and the insurance company in a unique relation-
ship. The employer, worker, and insurer all benefit from maximizing 
the insurance surplus and float, but the worker, especially the low 
wage earner, disproportionately enjoys the opportunity for benefit. 
This design imposes a shared responsibility to ensure that workers 
are given what the policy provides without interposing individual 
preference. This commitment is critical when determining UWCM 
indemnification.

For the design to work effectively, all of an employer’s workers 
(full-time, part-time, and seasonal) must participate, and the UWCM 
must be available to the employer for application nationally without 
the restraint of individual state regulatory requirements.

One aspect of our model bears strident emphasis. It is an aspect 
that is too easily presupposed given the chaotic politics of “health 
care.” The UWCM is discretionary. The UWCM is NOT a government 
program. The legislation allows a private-sector insurance company 
to offer large employers a novel form of employee benefits. True, the 
benefits structure is stringently defined in the law. But that puts the 
onus on the insurer and the employer to provide benefits for employ-
ees rather than create capital for stakeholders. Furthermore, the fi-
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duciary nature of the UWCM promotes an environment of “health 
caring” in the workplace.

Finding a Place for the UWCM in the  
Firmament of State Law

Workers’ compensation was adopted and is maintained as a state sys-
tem with fifty flavors. There is a parallel system that covers federal 
employees, U.S. territories, railroads, and other industries regulated 
at the federal level. In workers’ compensation, the states require proof 
of “work-relatedness” for the worker to access the statutory benefits. 
Statutory parlance—i.e., “arising out of employment,” “in the course 
of employment,” and “in the scope of employment”—have emerged 
to define the limits of work-relatedness. From the parlance, separate 
and distinct legal precedents have advanced that are as varied as in-
trastate social and political diversity might suggest. Disability, health, 
accident, and life insurance suffer a similar fate. Health insurance is 
further confused by mandates under the Affordable Care Act. State 
constitutions grant statutory and regulatory authority to their legis-
lative body to regulate these benefits independently. Most of these 
constitutions do not authorize the legislative branch to regulate em-
ployee compensation for injury without limiting the authority to only 
work-related injuries. This context makes it difficult to consolidate 
these separate benefits into one blended coverage option. Hence, the 
coverages for workers’ compensation, disability, health, accident, and 
life are subject to separate statutory and regulatory criteria, making a 
universal policy administratively prohibitive.

However, all is not lost. There is at least one state that provides 
the opportunity for consolidation of benefits: the state of Arkansas. 
Its constitution grants the General Assembly the authority to deter-
mine compensation payable to an employee for injury or death under 
workers’ compensation without imposing, directly or indirectly, a 
work-relatedness standard. Since “injury” is a notion that can encom-
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pass the range of morbidity the UWCM is designed to indemnify, the 
workers’ compensation moniker fits. It is for this reason we chose to 
call the model a form of workers’ compensation insurance, a universal 

workers’ compensation indemnity model. It is feasible to draft legisla-
tion that would allow an insurance company to offer a UWCM policy 
to large employers in a single state. But our goal is to provide a ratio-
nal benefits scheme for all American workers. There is a way forward 
toward this goal.

The path from Little Rock to this national solution runs gauntlets 
through the Affordable Care Act (ACA) and the ERISA preemption 
clause, availing a federally sanctioned benefits design without the 
burden of multistate intrusion. The ACA is fraught with problems, 
both in design and implementation, but it allows for the possibility 
to empower a state to authorize issuance of a UWCM unrestrained 
by state and federal constraints that would scuttle the consolidation 
of the congruent components of the UWCM. It is fatuous to expect 
these states to undertake statutory reforms that eliminate or mod-
ify embedded state constraints, including those related to workers’ 
compensation, disability, accident, life, and health insurance. It is re-
markable that the ACA does not limit its scope exclusively to medical 
care; workers’ compensation and other health-related coverages are 
not excluded by statute. Under the ACA, it is possible to include the 
UWCM in an ERISA plan. Furthermore, ERISA preemption endows 
the ERISA plan with broad protection against state regulations. Voilà: 
the promised land.

Of course, nothing about creating a new approach to “benefits” 
is simple. We’ve been at this Sisyphean task for well over a decade 
and have learned that lesson the hard way. The status quo is well en-
trenched in a century of legal and regulatory precedents, many of 
which are contradictory or at least somewhat dissonant. That includes 
a number of germane Supreme Court decisions. Of course, all these 
precedents relate to the status quo, not directly to the UWCM. For-
tunately, there is daylight between the dissonant decisions where the 
UWCM can find a way forward. It requires state and federal coopera-
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tion for the benefit of the worker, but given the current confused state 
of health-care policy in Washington, the milieu is ripe for this new 
approach.

UWCM on the Moral High Ground

Auguste Comte, a nineteenth-century French philosopher, was a man 
for his season. France was trying to recover its footing following the 
revolution, and Comte offered up a number of footholds in a treatise 
titled “System of Positive Polity.” For one of his footholds, he coined 
the term altruisme. For Comte, altruism was the antonym for egoism. 
It is a selfless concern for the well-being of another. The term “altru-
ism” was new to Comte’s audience, but the notion has ancient roots 
in both Judaism and Christianity. The notion readily finds resonance 
in modern theology; it is a virtue extolled in essentially all major re-
ligions. But it has far greater reach: philosophy, psychology, genetics, 
public policy, etc. Altruism has such great potential that to simply 
define it as anti-egoism seems inadequate and obsolete.

We believe a comprehensive, unfettered approach to offering 
workers security as they face incapacitating morbidity and mortality 
is an opportunity to monetize altruism. Is the approach sufficiently 
devoid of self-interest to qualify as a codification of altruism? If it was 
entirely devoid of self-interest, could it succeed in being altruistic? We 
argue that the answer to the first query is yes, but not to the second.

The very heart of the UWCM is trust. By virtue of defined contri-
butions from both workers and their employer, a large sum of money 
accumulates. It is a sum designated to serve employees faced with 
incapacitating morbidity or the families of workers who die. Residual 
money is returned to employees, not the employer. That means every 
decision node in the algorithm from contribution to return of pre-
mium is fiduciary. There is no money to be saved that is other than the 
workers’ money. Moneys that are misspent and moneys that create 
profit represent breaches of this fiduciary duty. That being said, it is 
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unrealistic to imagine that the UWCM will not face challenges in this 
regard. After all, “misspent” and “profit” are very much in the eyes 
of the beholders. Rather than leave their definitions to the scrum, the 
UWCM sets some firm boundaries and demands that other boundar-
ies are transparent.

The statutory constraints on the size, scope, and profitability of the 
administration of the UWCM are largely explicit. This is legislated 
to limit profitability on a per capita basis. However, the UWCM is 
broadly applicable to enterprises with sizable workforces and to small 
enterprises that choose to purchase policies as a group. The profitabil-
ity of the UWCM resides in the cumulative effect and is potentially 
substantial. And this cumulative effect pays back the employees in 
affordable coverage and employers in more than the predictability of 
cost. It renders “benefits” affordable to the low wage earner and en-
courages full-time employment. Given underwriting considerations, 
it would make little sense to continue to hire part-time employees. 
Full-time should be the rule. This is only the first of the “win-win” 
aspects of the UWCM. A sizeable minority of individuals who qualify 
for Medicaid actually work part-time to supplement the subsistence 
provided by Medicaid. Some number, perhaps a great number, will 
find full-time employment available and appealing when it garners 
benefits under the UWCM. This is a form of social insurance that un-
derwrites moral behavior for the sake of the person, not for the profit 
margin of “stakeholders.”

Disability awards are available under the UWCM without contest. 
The worker need not prove work-relatedness of cause or outcome. 
The only constraint relates to the duration of income substitution. 
However, “income substitution” under the UWCM is an exercise in 
group psychology. In effect, the disabled worker is spending down 
money that could otherwise return to that worker and that worker’s 
peers for the purchase of supplementary insurance policies. Everyone 
involved—the disabled worker, the coworkers, the employer—has 
good reason to do whatever is sensible to mollify the disability so that 
the worker has access to gainful employment again. UWCM creates 
shared responsibility, just as it covers shared risk.



P r o m o t i n g  W o r k e r  H e a l t H 27

Accidental injury and death also fall within the fiduciary context of 
the UWCM. Worker health is recognized as much more than the ab-
sence of disease. The UWCM gives the worker less to worry about, fa-
cilitating a focus on those things that will positively impact the worker 
and the workplace.

Perhaps the most dramatic effect of the fiduciary nature of the 
UWCM plays out in the activity of the Clinical Effectiveness Panel 
(CEP). The CEP is charged with identifying the options in the thera-
peutic menu for which science can generate no evidence of clinically 
meaningful benefit despite attempts to do so. Interventions that are 
deemed to lack clinically meaningful benefit need not be covered 
under the UWCM. The rationale relates to the CEP’s fiduciary duty. 
UWCM places the patient-physician dialogue in the center of all other 
medical decisions and rewards physicians for elevating that dialogue 
to serve the values of the patient. Wisdom is necessary, and wisdom is 
valued under the UWCM. Physicians are to become physicians who 
practice according to their conscience.

Under the UWCM, caring about the worker will become an actual-
ity rather than a goal. And the care of the person will finally become 
an act of caring for the person.

Thinking out of the box can be exhilarating. It is even more so when it entails collabo-

ration over many years. But the exhilaration takes on moment when the “thinking” 

results in options that, while designed to provide for betterment, are unprecedented. 

We have been advantaged by insights, perspectives, and critiques on a daily basis that 

draw on the experience and expertise of our wives, Carol S. Hadler, MSW/MEd, and 

Michelle Carter. We have no more important collaborators and no better assurance 

in carrying on.
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