Course Summary

Environmental Risk Management

RMI 365/765
School of Business

Spring Semester 2008
Instructor:  Dan Anderson

Environmental Risk Management has grown in importance as individuals, businesses, governments and societies have become increasingly concerned about the state of our environment and how best to manage and relate to our environment.  Some environmental risk areas, like Superfund, asbestos, natural disasters, have produced substantial losses.  Other developing areas like global warming/climate change, genetically modified crops, exposure to chemicals, and the spread of infectious diseases will impact the future.  As we put more pressure on our natural capital systems (air, water, natural resources, oceans, forests, cropland) liabilities for damages to these systems can be expected.  More recently social responsibility issues, which deal with the fair and equitable treatment of workers, communities and peoples of other countries, have arisen.  Sustainability thinking increasingly explores both environmental and social responsibility risk issues.

While not yet universal, major segments of the world’s business communities are developing and encouraging more environmentally friendly and sustainable systems both internally and externally through member associations.  These systems help to manage risks which encompass most business functional areas including human resources (workers’ injuries), marketing (products liability, customer boycotts), finance (socially responsible investing), accounting (environmental auditing and disclosure requirements) real estate (brownfield developments) manufacturing (waste disposal) and corporate governance (reputational risks, D&O liability).  Risk managers, insurers, brokers and consultants need to interact with these various functional areas to help manage, control and finance environmental risks.

Environmental Risk Management, RMI 365/765 will examine existing and emerging environmental and social responsibility risks and the developing systems to manage these risks.  The instructor is Dan Anderson, the Leslie P. Schultz Professor of Risk Management and Insurance, who has taught at the UW-Madison since 1970.  He is a member of the faculties of the School of Business and the Gaylord Nelson Institute of Environmental Studies.  His major area of research is environmental risk management and he has taught executive seminars in this area.  Several guest speakers from the considerable and diverse pool of environmental knowledge and talent on the UW-Madison campus have generously offered to share their ideas with the class.  This course will complement other sustainability related courses being taught in the School of Business by Tom Eggert (Gen Bus 600 – Environmental Strategy and Sustainability; Gen Bus 365/765 – Systems Thinking and Sustainable Business; and Gen Bus 711 – Ethics, Values and Sustainability).  Environmental and social responsibility oriented courses are being introduced and taught in most of the top business schools.
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Spring 2008
Week/Day
Subject, Speakers, Readings
1
W 1/19
Subject:



Introduction to Environmental Risk Management



Readings:



Dan R. Anderson, 1999, “Incorporating Risk Management Into Environmental Management Systems,” CPCU Journal, Vol. 52, No. 2, Summer



Course Packet (pp. 1-4)

2
M 1/24
Subject:



Environmental Risk Identification and Assessment



Readings:



Robert Costanza, et.al., 1997, “The Value of the World’s Ecosystem Services and Natural Capital,” Nature, Vol. 387, 15 May



Andrew Balmford, et.al., 2002, “Economic Reasons for Conserving Wild Nature,” Science, Vol. 297, 9 August



Gretchen C. Daily, et.al., “The Value of Nature and the Nature of Value,” Science, Vol. 289



United Nations, 2002, Global Challenge Global Opportunity – Trends in Sustainable Development, Prepared for the World Summit on Sustainable Development, Johannesburg, South Africa, 26 August – 4 September, 2002



Course Packet (pp. 5-26)


W 1/26
Subject:


Global Warming/Climate Change: Implications for the Risk Management and Insurance Industry



Readings:



Dan R. Anderson, 2003, “Global Warming/Climate Change: Implications for the Risk Management and Insurance Industry,” CPCU Journal, Vol. 56, No. 1, January 2003.



Course Packet (27-41)

3
M 1/31
Subject:



Global Sustainability Science



Speaker:



Jon Foley, Director, Center for Sustainability and the Global Environment (SAGE)



Readings:



Course Packet (none)


W 2/2
Subject:



Risk Assessment, Toxicology and Epidemiology in Environmental Health



Speaker:



Marty Kanarek, Professor of Medical Sciences, Population Health Science and Environmental Studies



Readings:



Dorothy E. Patton, “The ABCs of Risk Assessment,” EPA Journal, Jan/Feb/March, 1993



Course Packet (pp. 42-64)

4
M 2/7
Subject:



Environmental Risks in Products and at Work: Asbestos Liabilities



Readings:



Dan R. Anderson, 1987, “Financing Asbestos Claims: Coverage Issues, Manville’s Bankruptcy and the Claims Facility,” Journal of Risk and Insurance, Vol. LIV, No. 3, September



Deborah Hensler, Stephen Carroll, Michelle White and Jennifer Gross, 2001, “Asbestos Litigation in the U.S.: A New Look at an Old Issue,” Rand Institute for Civil Justice, August



Course Packet (pp. 65-74)


W2/9
Subject:



A PBS Film on Extreme Oil: The Wilderness



Readings:



Course Packet (pp. 75-84)

5
M 2/14
Subject:



Environmental Law



Speaker:



S. Richard Heymann, UW Law School and Environmental Studies



Readings:



Course Packet (pp. 85-111)


W 2/16
Subject:



Environmental Law



Speaker:



S. Richard Heymann, UW Law School and Environmental Studies



Readings:



Course Packet (pp. same)

6
M 2/21
Subject:



Superfund Liabilities



Readings:



Dan R. Anderson, 1993, “Superfund and Its Effects on the Insurance Industry,” The Review of Worldwide Reinsurance, Fall



Dan R. Anderson, 1996, “Financial and Organizational Impact of Superfund-Mandated Hazardous Waste Liabilities on the Insurance Industry,” CPCU Journal, Vol. 49, No. 1, Spring



Course Packet (pp. 112-122)


W 2/23
Subject:



Nuclear Risk Exposures and the Price-Anderson Act



Readings:



Dan R. Anderson, 1978, “Limits on Liability: The Price-Anderson Act Versus Other Laws,” Journal of Risk and Insurance, Volume XLV, No. 4, December



Dan R. Anderson, 1987, “The Dangers of Nuclear Liability Limits,” Best’s Review, Vol. 87, No. 11, March



Course Packet (pp. 123-152)

7
M 2/28
Subject:



Reducing Environmental Risks through Design for the Environment (DFE) Products



Speaker:



Patrick Eagan, Professor of Engineering Professional Development



Readings:



Mark Finster, Patrick Eagan, and Dennis Hussey, 2002, “Linking Industrial Ecology with Business Strategy,” Journal of Industrial Ecology, Volume 5, No. 3



John R. Ehrenfeld, “Industrial Ecology: Coming of Age,” Environmental Science & Technology, July 1, 2002



Course Packet (none)


W 3/2
Subject:



Catastrophe Risk Finance and Insurance



Readings:



Dan R. Anderson, 2000, “Catastrophe Insurance and Compensation: Remembering Basic Principles,” CPCU Journal, Vol. 53, No. 2, Summer



Course Packet (none)

8 
M 3/7
Subject:



Risk Management of Genetically Modified Foods and Crops



Readings:



Dan R. Anderson, 2001, “Biotechnology Risk Management: The Case of Genetically Modified Organisms (GMOs),” CPCU Journal, Vol. 54, No. 4, Winter



Course Packet (pp. 153-156)


W 3/9
Subject:



Increasing Environmental liability Exposures



Readings:



Course Packet (pp. 157-161)

9
M 3/14
Subject:



Toxicity of Chemical



Speaker: 



Warren Paul Porter, Professor of Zoology



Readings:



Marie Fernanda Cavieres, James Jaeger, and Warren Porter, 2002, “Developmental Toxicity of a Commercial Herbicide Mixture in Mice: I. Effects on Embryo Implantation and Litter Size,” Environmental Health Perspectives, Vol. 110, No. 11, November



Warren Porter, 2002 “Pesticide Info,” Warrenporter.com


W 3/16 
Subject:



Increasing Boycott/Reputation Risks



Readings:



Course Packet (pp. 162-192)

SPRING BREAK

10
M 3/28
Subject:



Energy Production and Risk Issues



Speaker:



Erhard F. Joeres, Former Director of Institute of Environmental Studies and Professor Civil and Environmental Engineering



Readings:



Course Packet (pp. 193a-193c)


W 3/30
Subject:



Infectious Diseases in Animal and Human Populations



Speaker:



Jorge E. Osorio, Assistant Professor of Pathobiological Sciences, School of Veterinary Sciences



Readings:



Peter Daszak, Andrew Cunningham, and Alex Hyatt, 2000, “Emerging Infectious Diseases of Wildlife—Threats to Biodiversity and Human Health,” Science, Vol. 287: 443



Donald A. Henderson, 1999, “The Looming Threat of Bioterrorism,” Science, Vol. 283: 1279



Course Packet (none)

11
M 4/4
Subject:



Environmental Insurance and Mold Exposures, Risks, and Liabilities



Speaker:



David Dybdahl, Former leading broker of environmental insurance in the world.  Currently Founder of Environmental Risk Resources Association



Readings:



David Dybdahl, “Environmental Insurance,” Commercial Liability Insurance and Risk Management, eds. Malecki and Flitner, 5th edition, 2001



Course Packet (pp. 193d-231)


W 4/6
Summary & Review

12
M 4/11
TEST


W 4/13
Hand back and discuss test.

13
M 4/18
Student Presentations


W 4/20
Student Presentations

14
M 4/25
Student Presentations


W 4/27
Student Presentations

15
M 5/2
Student Presentations


W 5/4
Will be devoted to a Course Evaluation (formal plus informal discussion) with Attendance Mandatory

The Final Exam Period – Thursday, May 12, 12:25-2:25 p.m.

Papers returned to teams – schedule one 20 minute slot – Attendance Mandatory

Course Requirements, Grading, Readings,

Course Packet, Test, Group Projects and Presentations

Course Requirements and Grading Summary




Group Project:





Paper: 20-30 pages

45%





Presentation


15%




Test




30%




Class Participation


10%








100%

Readings
•
A set of readings can be purchased at the School of Business office across from the mailroom.

•
Additional readings may be distributed by myself or the guest speakers.

•
You are expected to complete the assigned readings for a particular subject or guest speaker presentation before the class.  Obviously this will facilitate your participation in class discussion.

•
As you do your reading, please be thinking of a question or two that you might ask in class, particularly when we have a guest speaker.

Course Packet
•
In addition to the readings packet, a course packet of subject outlines, charts and short articles can also be purchased at the School of Business office across from the mailroom.

•
Additional handouts of subject outlines, charts and short articles may also be distributed by myself or the guest speakers.

•
You should bring the course packet, or at least those materials that correspond to the subject, to the class in which that subject will be presented by myself or the guest speakers.

Test
In an ideal world where I could assume that everyone would voluntarily do the reading, no test would be required.  My previous experiments have indicated that such an idyllic system rarely exists.  Therefore there will be a test which will cover the assigned readings as well as the presentations made by myself and the guest speakers.  Anyone who completes the readings and attends class regularly should not find the test overly difficult.  This test will come at beginning of the 12th week in class, just before the group project presentations.

Group Projects: Papers and Presentations
•
The last three weeks of class will be reserved for group project presentations.  Each group will be assigned a class period to make their presentation and handle questions from the class.  The 20-30 page group paper will be due when the group presentation is made.  Once groups are assigned, I will consider requests from the groups for their preferred dates for making their presentations.

•
I am happy to serve as a reference to the best of my abilities for the group projects.  I will expect a group progress report, including a detailed outline and sources of information, and meeting with me in the period March 7-16 (before Spring break).  At the risk of pointing out the obvious, this is not a project that can be left to the last minute.

•
I have included below a brief discussion of two topics which will be covered by the group projects.  I will ask you for your preference of topics.  For each topic, there will be at least two teams.  I expect a total of five teams, each with 4-6 students.  Hopefully everyone will be assigned to their preferred topic.  If individuals wish to team up with one or more other students, please let me know when you hand in your preferred topic, and I will attempt to honor these requests.

•
Since each individual will work on a separate company within the team, the necessity of team meetings and scheduling will be reduced.

GROUP PROJECTS

Topic one:
Boycott risks and Risk Management Responses.

Each 4-6 person team will select and examine 4-6 companies which have dealt with a boycott risk involving environmental or social justice issues.  To eliminate overlaps in the class, there will be a draft in the class where the teams will select their companies.  Once a company has been selected then that company is out of the draft.  Therefore you will need to come with more than 4-5 companies.  If you run out of choices then at the end of the draft you can select any company that has not been drafted-this will be done on a first come.  Clearly you should do some research before the draft to judge whether a company will be a good choice to study as a boycott risk, including availability of information to answer key portions of your report.

Included in each report will be:

1. Brief description of the company’s business, including basic financial data like sales, number of employees, etc.

2. The nature of the boycott-what are the issues-what groups are supporting the boycott.

3. Any information on the effect of the boycott-loss of sales, profit decline, bad publicity, reputation damage, stock price decline

4. The company’s risk management response-how did they respond, what actions did they take and the effects of this response.

5. For those with a weak response, what risks might be incurred in the future because of a weak response.

6. Available information to examine might include newspaper and magazine articles, books, websites of the groups(s) supporting the boycott, the company’s website, financial statements, annual reports, and environment/social responsibility/sustainability reports  

7. A team statement of some common characteristics, themes, strategies across the various companies.  Include any general statements or conclusions you were able to observe as a team.

Topic two:
Reciprocal Benefits between a strong Risk Management Program and a Strong Environmental/Corporate Social Responsibility/Sustainability (E/CSR/S) Program 

Each 4-6 person team will select 4-6 companies and examine the reciprocal or mutually supporting benefits between a strong risk management program and a strong Environmental/Corporate Social Responsibility/Sustainability (E/CSR/S) Program.  The same draft process as used above will used.  It is possible that a company could be included in both topic one and two.   Again the pre-selection will be important to judge whether the company will be a good choice and will provide ample information for a study.  Included in each report will be:

1. Brief description of the company’s business, including basic financial data like sales, number of employees, etc.

2. A description of the company’s E/CSR/S program with documentation as to why they have a good program.

3. An E/CR/S report will need to be in place or a significant section of the annual report devoted to the E/CSR/S program to quality a company for a group project. Other information would include newspaper and magazine articles, books, company and NGO websites, etc.

4. Dow Jones Sustainability Indexes and Socially Responsible (SIR) Investment Funds can provide lists of company with good records. ISO 14000 or SA (Social Accountability) 8000 certification, participation in CERES, or the use of The Natural Step strategy techniques are other screening vehicles.

5. Description of the risk management program and describe whether the risk management department had any part in developing or managing the E/CSR/S program, if available.

6. Positive effects on risk management costs/program can include objective data-workers’ injuries went down, liability (e.g., environmental or worker discrimination) suits went down, insurance (e.g., liability, D&O, EPL) premiums were decreased, a boycott was called off, or anticipated positive effects – e.g., a company removes toxic substances from their products so do not have to worry about future liability suits.

7. Also included is how changes in the risk management program to make it more aware of E/CSR/S risks can positively effect the development of a strong E/CSR/S program.  Be creative here.
8. A general concept of this report is that a strong E/CSR/S program and a strong risk management program are mutually supporting.  A risk management program which effectively manages E/CSR/S risks will help in developing a strong E/CSR/S program. A company which considers E/CSR/S issues in its strategic planning will help to reduce E/CSR/S risks. Good risk management and good environmental/ corporate social responsibility/sustainability management go together.  There is a positive correlation or supporting overlap between the two areas. 
9. A team statement of some common characteristics, themes, strategies across the various companies.  Include any general statements or conclusions you were able to observe as a team.

