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Evidence-Based Risk Management Leads to Lower Rates
and Claims for Medmal Risk Retention Group

A Risk Retention Reporter interview with Jack McCarthy, President of the
Risk Management Foundation of the Harvard Medical Institutions
the administrative organization for
Controlled Risk Insurance Co. of Vermont (A Risk Retention Group)

RRR: It would seem from the very name of your organization,
i.e. the Risk Management Foundation of the Harvard Medical
Institutions — that risk management has always been integral
part of your mission.

M cCarthy: True Webdievethat effectiverisk manegement is
fundamental to our successasan RRG and that evidence-based risk
management providesthe proven, workablemethod to achieve our goels

RRR: Put simply, what is ““evidence-based risk management’?

M cCarthy: Evidence meansjust whet it says— carefully gleaned
dataandyzed and arrayed in an actionableform. Thisdata isthen usad to
target risk management and loss prevention efforts Theseeffortsrangefrom
developing educationd programsto cregling Sandards of careand
guiddinesfor lossavoidance The*evidence’ isgroundedinthedams
experienceof theRRG coupled with any rdated information such as
incident reports, phyd dan office practice assessments, patient satisfaction
data, and best practices

RRR: What does it take to generate this information within your
organization?

M cCarthy: Weinsure 8,500 physdians 23 hospitds, and 400
ubgdiary organizationsfor professond lighility, generd lighility, and
asodationlidhility. Our gaff manegesdaimsfromdart tofinish, working
dosdy with outddelaw firms Thedataisgenerated from severd sources
Underwriting providesinformation about phys dian spedidty, practice
sting, and damshigory. Clamsgaff providesingght intowhat isactudly
heppeningwithinthedai m, induding theoriesof lighility. Theloss
prevention g&ff and asngle coding andys describethedaminnarrative

formand codethedamfor dinica and risk management issues This
coding processisdynamic and incorporatesabroad range of sources Aswe
compiledinicd reviewsof each case, the codesare continudly updated to
beasaccurate aspossble When thedaimisdosad, it goesthrough one
find review by damsgff.

Theresult of these effortsisaheavily coded database of daims
information, whichintegratesagreet ded of ingght intowhet went wrong.
Andytica toolsarethen usad by the L ossPrevention Specidigsand Risk
Managersto determinetrendsand opportunitiesfor improvement.

RRR: Why are RRGs in a unique position to generate this
information?

M cCarthy: An RRG hastheahility to ether contral itsdamsdirectly
or torequirevendorsto provide suffident information to codether dams
Thisisafar ary fromsamply paying apremiumto aninsurance company
and hoping to get somereportsconcerning daimsadivity. TheRRG hasa
dear incentiveto compileand usethisdataeffectively to reduceloss
exposLIres

RRR: How does “Evidence Based Risk Management’” enhance
your risk reduction efforts?

M cCarthy: Our detabase and andyssdlow usto bevery specific
about whereand why lossesare occurring. Theability to St downwith arisk
manager or phyddanleader or practice manager and show ther daims
trend versustherest of the program, with their actudl lossescoded to reflect
thedinica andrisk management issues mekesfor avery rich discusson.

Inaddition, knowingwheredamsareemerging dlowsustointervene
ealier to semlossesand to put preventative messuresinto place.

Risk Retention Reporter

May 2002



RRR: Do you need elaborate systems to generate this
information?

M cCarthy: No. Much of thedatadreedy existsin many risk
management informeation sysems Weadd dinicd informationusnga
comprehendve coding schemeand andyticd softwareto array thedata
Snceonequestion often leadsto another and anather and anather, themore
comprehendveyour databaseand themore powerful your ahility toarray
thedata, thegreater theflexibility you havein manipulating (inagood sens)
thedata. Welook a many dimensions, physician spediaty, sponsoring
indtitution, alegations, injury, Severity, groupingsof risk management issues
and procedure codes. The chdlengeisnat tojust produce data, but to
surface“ adtionabledata,” and thento act onwhat thet dataistelling you.

RRR: Do physicians and staff understand how to use this data?

M cCarthy: It'squiteashock to nemy insured hospitalsand
physidian groupsto seetheir experiencearrayed againg therest of thelr
spedidty or peer group. Wearedso developing anaiond databese
containing congstently coded daimsinformationtoadd weight tothis
information. \When confronted with accurate data, physciansand ingtitutions
respond quitewe . We often usethe detaas agtarting point for improve-
ment efforts Using thedatain apositive, nonHpunitiveway isasoimportant.
Thedatasupportsagreet ded of our educationd initiativesand other
savices. Remember, physdansare sdentistsand they arecompetitive.
Onceyou show themthe“ evidence” they don't want tobeoutliers. They
want to bethe best!

RRR: What is an example of how this “actionable data™ is used
to make improvements?

McCarthy: Intheearly part of 1999, wenaticed amarked incressein
thenumber of falureto diagnosebreest cancer daims Infact, duringthe
firgt three months of 1999, wehad received asmany damsaswehed
received during the entire preceding year. At the sametime, the v uation of
these caseshed dmost doubled to $1.2 million per dam.

Our reponsewasto assemblethe datafrom the previousfiveyears
Based on our coding sructureweweregbleto determinethe primary
driversof thesedams. Thesedriversind uded patient management, lack of
follow-up onsgnificant findings faluretore-evaduatepatientswith
questionabl e findings and poor referrd controls.

Wethen assambled agroup of diniciansinduding radiologists, OB/
GY N physicians and mammographers Wereviewed thedataand
related daims Theresult wascreation of abreest caredgorithm and agreat
ded of education on how to provide ssfer careto thiscategory of petient.
Thedgoarithmison our web stea <www.rmf harvard.edu>. Thedaims
experience hasexhibited asgnificant decline post-1999.

Weare now engaged inasmilar effort concerning failureto diagnose
colo-rectd cancers

RRR: We have heard a lot about patient safety. What is that all
about?

M cCarthy: Theinterest in patient sefety was gpurred by an Inditute of
Medicinereport“Frst DoNoHarm” detailing the high error ratesin
hedlthcare settingsand dluding to the number of unnecessary patient degths.
Tosay that thisreport hes gd vanized effortstoimprove sefety of carewould
beagrossunderdatement. Hedthcare providers have begun to address

issueslike medi cation sefety and automated drug order entry with agreet
ded of energy. A didogue concerning systemshasaso developed. Itisnow
recognized that poorly designed systemsoften arethe primary contributor to
arorsheing made. Latent system errorsincreasethelikelinood of people
arors Paient ssfety embodiesacdl to actionin addressng avoidable
sysemsarors

RRR: How does “evidence” relate to patient safety?

M cCarthy: Mdpracti ce damshavelong been usad asexamples of
wdl documented sysemserrors Thesedamsor evidence, when combined
withtrended deta, makeacompdlling argument for sysemsimprovement.
Itisour belief thet attention to sytemsof carewill yield signifi cant
improvement in patient ssfety and will ultimately reducethelikdlihood of
mapracticedams.

RRR: How would you target these efforts?

M cCarthy: Onceagain, wego back tothedata Our damsexperi-
ence, andyzed over aten-year period, indicatesthat therearefour main
aress of lossaccounting for 67% of our daimsand 91% of our loss
experience Thefour are
m Falureto Diagnose
m Medication Error
m Surgicd Error
m Obgetricd Error

Wearehuilding busness plansaround each of thesetarget aress. The
approachindudesonHineeducetiond programs, indident reporting, and
human factorsengineering. Severd hospitd sareingaling computerized
drug order entry systemsto reduce medication errors. A teem fromMIT is
conducting a human factorsenginesring sudy of amgor surgica depart-
ment. Betastesfor acomputerized medicd error reporting systemare
comingorHine All of theseefforts weretheresult of concern over patient
sty and theuseof datato target for high payback interventions.

Jack McCarthy isPresident of the Risk Management Foundation of the
Harvard Medical Indiitutions. Thisorganization condstsof a Vermont Risk
Retention Group and a Cayrman Captive. It insures 8,500 physicians 23
hospitals, 110,000 employess and over 300 subsdiary organizations.
Liahility coverageindudespoliciesfor professonal, general, assodiation,
environmental and intellectual property exposures

The Risk Management Foundation isthe administrative organization for
the RRG. RMF islocated in Cambridge, Massachusdtts. Its 110 employees
manage daimsand provide loss prevention servicesto the sponsoring
organizations
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