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Foreword

Dr Michelle Tuveson is Executive Director and a 
co-founder at the Cambridge Centre for Risk Studies 
at the University of Cambridge 
Judge Business School. Bringing 
more than 20 years of corporate 
experience within the tech-
nology and consulting sectors 
aids Dr. Tuveson in furthering 
the development of better risk 
models for the future. Within 
the technology sector, her 
most recent position was in 
the Emerging Markets Group at 
Lockheed Martin; prior positions 
included roles with manage-
ment strategy firm Booz Allen & 
Hamilton, and U.S. R&D organi-
zation MITRE Corporation. 

During Dr Tuveson’s tenure, 
the Cambridge Centre for Risk 
Studies has become a world 
leading provider of research and 
thought leadership in scenario-based modelling of 
multi-disciplinary risks to businesses and the world. 
This work includes the innovative metric GDP@Risk, 
a unique method for quanitfying and comparing city 
risk exposures across five classes of “macro threats”, 
which has enabled the groundbreaking analysis 
reported in the Cambridge Global Risk Index (GRI). 
In collaboration with LLoyd’s, the Centre for Risk 
Studies GDP@Risk analysis was published as the the 
LLoyd’s City Risk Index, originally launched in 2015 in 
partnership with Risk Cooperative and The American 
Security Project for the Washington D.C. audience. 
This important body of work, which reviews man-
made, emerging and natural threats to the world’s 
major cities was recently updated. This report pres-
ents the conclusion that exposure to risk is increasing 
for the world’s leading cities and that the economic 
impacts of natural and man-made catastrophes are 

not only forseeable, they require new approaches to 
cross-sector collaboration. 

Dr. Tuveson’s overall execu-
tive leadership at the Centre 
includes developing partnership 
relationships with corporations, 
governments, and other aca-
demic centers of excellence. She 
leads the Cambridge Chief 
Risk Officers Council, chairs 
the Centre’s Annual Risk 
Summits, is an IEEE Standards 
Committee Member on the 
General Principles for Artificial 
Intelligence, and is a former advi-
sory board member to the World 
Economic Forum’s Global Risk 
Report. Dr Tuveson is a frequent 
commentator and speaker on 
risk culture and governance, 
corporate risk profiling, and the 
role of the Chief Risk Officer, 

with articles published in reports such as Banking & 
Financial Services Policy Report (Wolters Kluwer) and 
Financial Times Special Report on Risk Management, 
among others. 

Dr. Tuveson actively works to empower fellow women 
as the director of the advisory board to Elevate City, 
a leadership network for promoting gender equality. 
She has been awarded a Technology Star for Women 
in Science, Technology, Engineering and Maths 
(STEM) by the Career Communications Group, Inc. 

Her leadership has helped advance the risk man-
agement field–furthering an integrated approach for 
preparing for global risk exposures–thus, enabling 
resiliency for individuals, businesses and countries. 
For this, Risk Matters is honored to highlight  Michelle 
Tuveson as our Risk Matters Featured Risk Leader. 

Featured Risk Leader

DR. MICHELLE TUVESON, 
EXECUTIVE DIRECTOR & CO-FOUNDER, 
CAMBRIDGE CENTRE FOR RISK STUDIES, 

UNIVERSITY OF CAMBRIDGE 
JUDGE BUSINESS SCHOOL

Dante Disparte is the founder and CEO of Risk Cooperative, and               
co-author of the book “Global Risk Agility and Decision Making”

As the insurance and risk management industry recently celebrated its festi-
val for diversity and inclusion, Dive In, with events around the world, it seems 
fitting that this edition of Risk Matters highlights some of our reflections on 
diversity and inclusion, along with our usual analysis on emerging trends 
keeping risk leaders awake at night.

To us, diversity and inclusion is not a “check the box” function, but rather the 
aspiration for a near perfect reflection of the world and markets we operate 
in. Through this approach, diverse talent self-selects and high performing 
teams–often being teams of rivals–coalesce and better outcomes a pro-
vided for all stakeholders. True commitments to diversity and inclusion is not 
about charity or altruism, but about building competitive advantage, organi-
zational resilience and what we refer to as risk agility.  Indeed, as highlighted 
in this and past issues of Risk Matters, the confluence of complex “non-con-
forming” risks, whether technological, political, climate related or due to the 
breakdown of board and executive governance, all require new thinking and 
urgent action. 

New thinking in the measurement and decision science on risk and resil-
ience is not only needed it is urgent. This much is highlighted by our featured 
risk leader, Dr. Michelle Tuveson, the Executive Director and co-founder of 
the Cambridge Centre for Risk Studies at the University of Cambridge Judge  
Business School. Dr. Tuveson’s pioneering work in codifying the GDP@Risk 
in the world’s major cities helps make the case that an ounce of prevention 
when it comes to guarding against man-made, natural and emerging threats 
can be worth a pound of cure.

Nothing worth doing is worth doing alone, so we close this issue of Risk 
Matters announcing our reinforcements with our partners at RCM&D and a 
redoubled commitment to independent high quality action on risk, readiness 
and resilience.
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By the Numbers Summaries

BEWARE OF CRYPTO RISKS—10 RISKS TO WATCH 
| PUBLISHED 07.23.2018

Written by Dante Disparte 
Originally published on Forbes.com

Apart from the hype, there are legitimate risks 
that effect cryptocurrencies. This piece details 10 
such risks that stand in the way of broader market 
adoption and stability for bitcoin and its ilk. 

Read the full article: https://www.forbes.com/
sites/dantedisparte/2018/07/21/beware-of-crypto-
risks-10-risks-to-watch/#1befae745f17

AFRAID? OF WHAT? | PUBLISHED 07.19.2018

Written by Dante Disparte and Thomas Dichter
Originally published by New America

Published by New America and co-authored by Dante 
Disparte and Thomas Dichter, this report “challenges 
conventional wisdom about the so called “security-
industrial complex” and the culture of fear that is 
paralyzing us,”  per the foreword written by Tom 
Ridge, the first U.S. Secretary for Homeland Security 
and twice governance of Pennsylvania.

Read the full article: https://riskcooperative.com/
whitepapers/afraid-of-what/

Links to all RC published articles, interviews, 
and engagements are located under Insights 
on riskcooperative.com

1 https://www.businessinsurance.com/article/20180626/NEWS06/912322243/Total-cost-of-risk-declines-for-fourth-year-straight-Risk-and-Insurance-Manageme

2 https://www.riskmanagementmonitor.com/total-cost-of-risk-drops-for-fourth-straight-year-rims-finds/

STARBUCKS, I TAKE MY COFFEE BLACK                   
| PUBLISHED 04.23.18

Written by Dante Disparte 
Originally published on Forbes.com

Starbucks, among a growing list of firms charac-
terized as  corporate activists, has recently been 
embroiled in a racially motivated backlash. CEO, 
Dante Disparte offers his perspective on reputation 
risk management, and the importance of reactions 
that are timely, sincere, and proportionate.

Read the full article: https://www.forbes.com/
sites/dantedisparte/2018/04/22/starbucks-i-take-
my-coffee-black/#4c41015d2bf4

COMING SOON TO A CITY NEAR YOU—$320 
BILLION IN ECONOMIC LOSSES | PUBLISHED 
06.07.2018

Written by Dante Disparte 
Originally published on Forbes.com

By all measures, 2017 was an  annus horribilis  for 
natural disasters—but it  also marks a new normal 
for cities at risk. Manmade, natural and emerging 
risks converge in the newly updated Lloyd’s City 
Risk Index. Are you heeding the call to pre-invest in 
resilience?

Read the full article: https://www.forbes.com/
sites/dantedisparte/2018/06/06/coming-soon-
to-a-city-near-you-320-billion-in-economic-
losses/#933ce0216be4

FROM 2016 TO 2017 TCOR WAS DOWN 3% OVERALL 
DESPITE RECORD HIGH CATASTROPHE LOSSES, BUT 
IT INCREASED FOR 4 INDUSTRIES.

GOVERNMENT 
& NONPROFIT

HEALTHCARE

INFORMATION 
TECHNOLOGY

CONSUMER 
STAPLES

A LOWER TCOR MAY SIGNAL 
THAT MOST INSURANCE 
PRICES ARE HIGH ENOUGH 
TO COVER LOSSES.

INSURANCE 
PREMIUMS

SELF-FUNDED 
LOSSES

RISK CONTROL 
EXPENDITURES

ADMINISTRATIVE 
COSTS
(internal+external)

WHILE A RISING TCOR 
MAY INDICATE THAT 
INSURANCE PRICES ARE 
INADEQUATE.

QUANTIFIES THE TOTAL COST OF RISK AND IS USED AS 
A MEASURE OF CHANGING INSURANCE PRICES.

PERCENTAGE OF COMPANIES 

BUYING CYBER INSURANCE

WHILE THE INCREASE FOR CERTAIN 
INDUSTRIES MAY BE ATTRIBUTABLE 
TO A CYBER INSURANCE MARKET 
THAT HAS NOT FULLY MATURED.

A LIKELY PRIME DRIVER IN THE 
DECLINE IS A SIGNIFICANT 8% 
DROP IN LIABILITY COSTS.

$10.07 
per $1000 
revenue

$9.75
per $1000
revenue

OVERALL

2016
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Featured Analysis

WHY BLOCKCHAIN, WHY NOW? | PUBLISHED 
04.26.2018

Written by Dante Disparte
Originally published on Forbes.com

Blockchains record trust like an atomic clock records 
time. Unlike trust, time marches ever forward and 
is irreversible.  What if trust could be recorded in 
the same manner, with exactly the same accuracy 
and fidelity? Trust can be lost just as soon as it is 
gained because of our reliance on experiential, 
opaque and analog methods of recording it.  When 
someone says “trust me” it usually engenders doubt.  
Blockchain technology can change that.  Each 
year for the last 18 years, Edelman, a global public 
relations firm, has issued a report called the Trust 
Barometer. While the study is a compelling snapshot 
in time of global attitudes and perceptions of trust in 
public and private institutions, the more interesting 
insights are gleaned by looking at this body of work 
longitudinally. By this measure, Edelman’s most 
recent Trust Barometer confirms the sentiments 
we have seen driving unprecedented outcomes in 
ballot boxes, on streets and in the market.

The surprising Brexit vote and the election of 
President Trump, which was a veritable trans-Atlantic 
echo where voters sowed the seeds of their distrust 
in status quo irrespective of the consequences, 
are two macro-level examples of the trust deficit.  
Indeed, following the Brexit vote, search terms for 
“what is Brexit?” and more troublingly, “what is the 
EU?” spiked in the U.K., showing the combustible 
political mix of antiestablishment tendencies, 
blended with populism and two-speed economic 
recovery.  Many pollsters and analysts missed just 
how deep this wellspring of mistrust really is and 
only six newspapers in the U.S. were in favor of the 

antiestablishment candidate Trump. The erosion of 
institutional trust is borne, in no small measure, out 
of opacity, informational asymmetries and agency 
issues that prop up status quo and friction-laden 
institutions.  Other than climate change, extreme 
income inequality and pandemics, the global trust 
deficit may be one of the world’s direst challenges 
- noting that they are all interconnected.  The trust 
deficit is the wellspring that irrigates the seeds of 
political risk and social polarization reversing the 
course on globalization and multilateralism.

Against this complex backdrop, blockchains are 
no panacea, but with the right blend of leadership 
and institutional shifts from analog to digital, and 
eventually to decentralized structures, we can begin 
arresting the trust deficit.  Markets, customers, 
investors and other stakeholders have all grown tired 
of learning about the misdeeds of large organizations 
during rare glimpses of sunlight that creeps through 
the crevices. Recent examples include Equifax 
executives selling stock days after a massive breach 
was discovered that exposed nearly the entire U.S. 
workforce to a lifetime of identity and financial 
risk. The massive account rigging scandal at Wells 
Fargo is another recent example that conspired 
to fuel growing distrust and anger in the market. 
Companies and institutions are responding to this 
trust deficit in many ways, often with the opposite 
expected outcomes. Starbucks’ recent decision to 
close 8,000 its U.S. stores on May 29 in response to 
the wrongful arrest of two black patrons at a store in 
Philadelphia may be such an overreaction to regain 
trust. The slow and somewhat tone-deaf response 
from Mark Zuckerberg, Facebook’s media-shy CEO, 
following the Cambridge Analytica scandal, which 
may have had election-swaying impacts, certainly 
contributed to Facebook’s trust deficit.  Although 
counter-intuitively Facebook has enjoyed a 50% 

quarterly revenue gain, showing that the platform 
may be too big to avoid or there is a lag effect in the 
market.

This corporate trust deficit is not singularly a U.S. 
phenomenon, as the Volkswagen emission-rigging 
scandal confirmed the cynical view that in the pursuit 
of growth there is no triple bottom line.  Indeed, 
institutional misdeeds have shown that there may be 
no ethical lines at all in the pursuit of profit, power 
maximization and preservation.  From finance, to 
elections, to combating fake news or guaranteeing 
supply chain provenance, market participants are 
desperately searching for ways of asserting how 
trustworthy they are beyond corporate social 
responsibility, marketing initiatives and executive 
promissory statements. With the impressive wave of 
blockchain prototyping taking place in many sectors, 
the solution to this global trust deficit is beginning to 
see the light of day.  Indeed, some are beginning 
to argue – perhaps to blockchain’s detriment – that 
the mere mention of the technology confers a good 
housekeeping seal of trustworthiness – a veritable 
LEED certification of trust.

When blockchain, like the internet before it, fades 
to the background, it can begin changing the 
world.  For this to take place, many entrenched 
and centralized institutions, which have become 
the single points of failure in the global economy 
accruing an embarrassment of power and riches, 
will need to be transformed.  Blockchain will not 
take these bricks apart one by one, contrary to the 
whims of technology investors, crypto-utopians 
and speculators.  Rather, these groups will be 
forced to change by the growing trust deficit that 
is sandblasting the veneer from even the most 
sacrosanct institutions. If the internet created a 
world of low fiction communication, blockchain 

can create a world of low fiction value transfer, in 
no small measure because of the irrevocable way in 
which it records trust.

It is worth noting that bitcoin and the rise of 
cryptocurrencies as a trillion-dollar asset class 
in 2017, was spurred without the oversight of a 
central bank or monetary authority guaranteeing 
trust or market conduct. Code and the bitcoin 
blockchain achieved a level of trust that millions of 
people, thousands of regulators and hundreds of 
enforcement agencies around the world struggle 
to maintain – all in a fraction of the time, with a 
higher degree of security and an infinitesimally 
lower cost.  However, for the true impacts of this 
technology (like the internet before it) to take hold, 
the conversation needs to shift from how to why 
and the technology must recede. We are at the very 
crest of the blockchain hype cycle where there is a 
lot of sizzle, little steak and the occasional setback 
or indictments.  All of this denotes progress.

Unfortunately, entrenched centralized institutions 
from politics, business and civil society, have little 
interest in truly deconstructing their business 
models to withstand the trust age. This is a similarly 
perilous play as the traditional media firms that 
ignored the rise of their digital twins, or the box 
retailers that ignored the rise of Amazon – same 
outcomes, more efficient delivery.  Ever since the 
Bretton Woods system pegged the global economy 
to promissory statements made behind closed doors 
and affixed on physical currencies emblazoned with 
words like In God We Trust, trust became the world’s 
thrift.  This rules-based system is being challenged 
by the return of economic nationalism and trade 
wars.  Indeed, proto-currencies that predate their 
pecuniary and digital twins by many thousands of 
years relied on many of the same mechanics as the 
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cryptocurrencies that are the latest offshoots of our 
need for trust-based value exchange.

The world is facing many deliberate and unintended 
distortions of our social, economic and political 
order.  In short, complex forces are arrayed against 
the institutions that sowed post-war stability and 
trust is the first casualty in this war.  Social media 
platforms, such as Twitter, which the U.S. president 
has come to rely on almost singularly to convey 
his political, military and economic messages, is 
rife with fake news inducing bots, which comprise 
nearly 50 million of the platform’s users driving an 
outsized volume of site traffic.  Facebook proved 
to be an efficient backdoor for micro-targeting the 
minds of millions of voters, further isolating people 
in information bubbles of their own “truth.”  An 
equally unprecedented wave of complex risks, from 
climate change to cyber threats, calls into question 
the value of citizenship in even the most powerful 
economies in the world.  Puerto Rico’s plight is very 
much the canary in the climate change coal mine.  
60% of FEMA claims being denied to households in 
Puerto Rico due to challenges evidencing property 
ownership highlights the critical flaw of relying on 
paper-based analog records in a risk-prone digital 
world.  In this world, a dollar may be worthless, a 
vote uncounted, a politician unaccountable and a 
contract unenforceable.  Blockchain can bridge 
these gaps and shore up the erosion of trust.  To 
do this, adopting blockchain technology in large 
institutions that benefit from status quo is more 
about leadership and a frame of mind, than it is 
about technology or digital transformation.

https://www.forbes.com/sites/
dantedisparte/2018/04/26/why-blockchain-why-
now/#3076d2224f42

CALIFORNIA HARDWIRED ENERGY SECURITY 
INTO CODE, AND THE WORLD SHOULD FOLLOW 
SUIT | PUBLISHED 05.13.2018

Written by Dante Disparte
Originally published on Forbes.com

The state of California, recently anointed as the 
5th largest economy in the world, is no stranger 
to complex risks.  From the infernal wildfires that 
set parts of the state ablaze claiming 43 lives and 
setting records in terms of costs, to the oscillation 
between droughts and infrastructure-threatening 
rain, set against perennial seismic risks, California 
has long been a proving ground for the innovations 
needed for societal adaptation and long-range eco-
nomic viability.  While the 5th largest economy in 
the world can clearly marshal considerable financial 
resources to respond to these hazards, the state’s 
most abundant resource (after the sun) appears to be 
the policy prowess for future-proofing and growing 
the industries of tomorrow.  The recent move to 
hardwire climate resilience and energy security into 
California’s building code is such an example and 
the world should take notice and follow suit.

By 2020, California has mandated that newly con-
structed homes must have solar panels on their 
roofs.  Not only does this highlight how the case 
for renewable energy must be adapted to regional 
environments, it shows that the economies of scale 
now achieved in the solar industry arc towards 
widescale adoption.  These efficiencies are likely 
to improve.  If the previous 10 years of solar panel 
costs are any guide, where there was a 73% decline 
in prices, the next 10 with a wave of aesthetic (such 
as Tesla’s solar tiles) and utilitarian innovations (such 
as improvements in battery storage) afoot, are likely 
to keep pace.  California nursing a native industry 
and harnessing an abundantly native resource, the 

sun, is likely to push greater demand for the skills, 
technologies and workforce needed to future-proof 
much of the world.  Economics based on certainties 
like public policies based on equilibrium between 
financial, social and environmental goals should 
be lauded.  California has just achieved the climate 
change equivalent of mandating automakers to add 
airbags and basic safety features to all their cars.

If there is any lesson to be drawn from 2017 it is 
that we must now confront climate change in the 
present tense.  Last year recorded between $300 
and $500 billion in insured losses, which offers 
some comfort to the insured who often labors with 
long waiting periods and slow responses, while at 
the same time leaving an enormous protection gap 
that bleeds its way to tax-payers.  The energy sector, 
from public utilities, like Puerto Rico’s bankrupt and 
broken PREPA, to the oil and gas value chain, carries 
a large climate change crosshair on its back.  Indeed, 
Hurricane Harvey’s massive rain bomb, drowning 
Houston, the 4th largest city in the U.S. and the 
choke point for 25% of the country’s refining capac-
ity, drives home the vulnerability.  If California is a 
proving ground for climate-smart energy innova-
tions, Puerto Rico and the islands of the Caribbean 
are the canaries in the climate change coal mine.

As Harvey’s flooded waters retreated – where only 
15% of Houston homes had adequate coverage – so 
did the insurance industry’s risk appetite to continue 
carrying certain losses on their balance sheets.  
Showing how this insidious trap works, Houston has 
had 3 500-year floods in the past 3 years consec-
utively.  Resilience at the household level, following 
California’s example, is our first line of defense while 
at the same time offering a clear pathway to build-
ing a competitive economy.  Already today, despite 
the ongoing policy battles arrayed against renew-
able energy, the sector employs more people in 

U.S. electricity generation – 43% of the total – than 
oil, coal and gas combined.  Calls to build back 
better, where adding to renewable energy capacity 
is a stride in the right direction, should be tem-
pered with questions about reconstruction in the 
first place, especially if principles of resilience are 
not being ingrained in code and nature’s lines of 
defense are not being respected.  Rebuilding with 
bricks and sticks in a flood zone, Tornado Alley, near 
fire or hurricane-prone areas is a disaster waiting to 
happen.

Long-range, California is seeking to decarbonize 
its energy matrix by half by 2030.  Pulling in the 
80,000 average new home starts into the electricity 
matrix beginning in 2020, where there are 15,000 
solar-ready homes today, is a great stepping stone 
towards the 2030 goal.  However, the one ingre-
dient that appears to be missing from California’s 
strategy is to turn these 80,000 homes – and the 
many thousands more to follow – into a closed-
looped decentralized energy marketplace, armed 
with the ability to efficiently resell or plug in excess 
energy capacity to their neighbors.  While the eco-
nomics are sound, California, like much of the U.S., 
is coping with an affordable housing shortage.  
Adding between $8,000 and $12,000 to solar-en-
able new homes may only widen the affordable 
housing gap, unless the state deploys technolo-
gies and platforms that monetize renewable energy 
investments at the household level.  The house-
hold calculus on California’s move still bears out 
positively for homeowners who will be able to net 
out the mortgage cost increases of being solar-
ready through energy savings and efficiencies.  
The current estimations show a 50% advantage in 
the favor of energy efficiencies over unrecovered 
costs.  But what of lower-income households or 
old housing stock, who have a slightly higher, albeit 
positive, barrier to entry?  How do these people and 
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homes benefit from a policy that so obviously ben-
efits the state and indeed the world?

While California just hardwired energy security into 
its building code, the next policy challenge is to 
open the regulatory space for the resell of excess 
energy capacity at the peer-to-peer level.  In this 
manner, each of the 80,000 new homes contrib-
utes to a hub and spoke energy network that will 
be far more resilient to the climate shocks and 
cyber threats that plague centralized electric-
ity structures making them single points of failure.  
Increasingly, as is the case in Puerto Rico, state-
owned and operated energy systems are quickly 
becoming stranded assets and a curse to even the 
most well-intentioned leaders.  A growing statewide 
network of solar-ready and interconnected homes 
with the ability to resell energy, while adding com-
munity-level redundancy augurs well for the future.  
No stranger to cutting edge technologies, California 
is very likely to lead the way on the next wave of 
energy innovation, which is to promote the adop-
tion of blockchain-based energy remarketing and 
capital formation using cryptocurrencies as a means 
of exchange.  This move will not only enhance sys-
tem-level security, a decentralized energy matrix 
– like installing solar panels on individual homes – 
is a vastly safer bet in a turbulent world.

https://www.forbes.com/sites/
dantedisparte/2018/05/13/california-hardwired-
energy-security-into-code-the-world-should-
follow-suit/#672f4a015b64

PALE, STALE AND MALE: DOES BOARD DIVERSITY 
MATTER?  | PUBLISHED 09.04.2018

Written by Dante Disparte and 
Andrea Bonime-Blanc
Originally published on Risk Manangement 
Magazine 

On the surface, the circumstances surround-
ing scandals faced by Equifax, Wells Fargo, The 
Weinstein Company, Uber, Volkswagen, Wynn 
Resorts and others could not seem any more dif-
ferent. Upon deeper analysis, however, a common 
thread in each of these cases could offer insight for 
companies to avoid future problems: At the time of 
these corporate failures, the board of each company 
lacked diversity and was unable or unwilling to fully 
understand the gamut of their non-financial envi-
ronmental, social and governance (ESG) issues, risks 
and opportunities.

The Connection Between Diversity, ESG and 
Profitability
Recent research has underscored the strong rela-
tionship that exists between diversity among 
leadership and ethical behavior, and superior resil-
ience and long-term profitable sustainability. For 
example, the January 2018 McKinsey & Company 
report Delivering Through Diversity found a 
continuing strong link between diversity and per-
formance. Companies in the top quartile for gender 
diversity on their executive teams were 21% more 
likely to have above-average profitability than com-
panies in the fourth quartile. In terms of ethnic and 
cultural diversity, top-quartile companies were 33% 
more likely to outperform their peers on profitabil-
ity. These trends were true at the board level as 
well. “We found that companies with the most eth-
nically/culturally diverse boards worldwide are 43% 
more likely to experience higher profits,” McKinsey 

wrote. “We also found a positive 
correlation between ethnic/cul-
tural diversity and value creation 
at both the executive team and 
board levels.”

In their 2017 research on 
“total societal impact,” Boston 
Consulting Group (BCG) also 
made the business case that 
for-profit companies that 
place greater emphasis on ESG 
measures can improve their 
valuations and margins. In addi-
tion, the Ethisphere Institute 
tracked the stock value of pub-
licly traded companies on its 
annual Ethisphere Most Ethical 
Companies list and found that 
companies with robust ethics 
and compliance programs expe-
rience what they call an “ethics premium.” Over 
a three-year period, their stock value was 4.88% 
higher on average than that of companies without 
such programs.

The importance of diversity and ESG issues has 
not been lost on business leaders. For example, 
the National Association of Corporate Directors’ 
Blue Ribbon Commission Report on Culture as a 
Corporate Asset acknowledges the impact corpo-
rate culture can have on organizational performance 
and reputation. It also provides recommendations 
for boards to assess the health of their corporate 
culture and ensure that such an ethos is embed-
ded in strategic discussions and driving the right 
behaviors.

In addition, Larry Fink, chairman and CEO of 
BlackRock, the world’s largest asset management 

firm, wrote in his 2018 letter to CEOs that the 
company will continue to emphasize the impor-
tance of a diverse board. “Boards with a diverse 
mix of genders, ethnicities, career experiences, and 
ways of thinking have, as a result, a more diverse 
and aware mindset,” he wrote. “They are less likely 
to succumb to groupthink or miss new threats to 
a company’s business model. And they are better 
able to identify opportunities that promote long-
term growth.”

board diversityIf the boards of Wells Fargo, Uber, 
Volkswagen, Equifax, Wynn and The Weinstein 
Company had been significantly more diverse, 
perhaps they would have had more risk resilience 
programs in place and fewer of these cases would 
have exploded into scandals. This is because more 
diverse boards are better at understanding, oversee-
ing and balancing not only financial issues but ESG 
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issues as well. Unfortunately, the boards of far too 
many companies are still too “pale, stale and male,” 
populated by current or former CEOs and CFOs, 
and often devoid of any notable expertise in ESG 
and risk governance. Governance diversity means 
being inclusive of those who are most relevant to 
the business of a company—from both a financial, 
operational and an ESG standpoint—whether that 
diversity relates to gender, ethnicity, race, nation-
ality, age, functional or professional expertise, or 
leadership qualities.

Most boards are 85% dominated by men, have an 
average age of 62 or over, and exhibit low levels of 
diversity in ethnic, racial, professional, and func-
tional attributes. The reality is that most boards 
exclude women, people of color, younger pro-
fessionals, and global and non-financial business 
experts. In defense of their staid ways, many boards 
claim to be “diverse in thought,” suggesting that, 
despite their homogenous backgrounds, they still 
are able to contribute a wide range of viewpoints 
and ideas. While this may be true in some cases, the 
bottom line is that since most boards continue to be 
almost entirely made up of the same narrow can-
didate pool, their primary focus is still on growth, 
profits and maintaining status quo. Worse still, many 
boards are composed of friends and family of the 
CEO who are often loath to challenge existing strat-
egies and processes and are subject to paycheck 
persuasion.

Leadership and Culture
While this may be changing, albeit slowly, a review 
of the world of business and governance reveals that 
there is still much progress to be made on board 
diversity, especially in the United States where there 
are no board gender quotas as there are in many 
European countries. The argument still used today 
to justify low levels of diversity is that there is a “lack 

of suitable talent,” but all too often this is subtle 
prejudice masked as meritocracy. Meanwhile, the 
“diversity of thought” claim many companies and 
their boards make is often just a cop-out for instill-
ing real diversity of background and experience. 
Many boards have become parochial in thought, 
judgment and action. The lack of meaningful com-
mitments to diversity that reflects society, markets, 
investors and other stakeholders is harming private 
enterprise.

Recent corporate scandals have resulted in bil-
lions of dollars in lost market value, not to mention 
ongoing financial, reputational and legal conse-
quences. In many such cases, CEOs are let go gently 
with golden parachutes while boards remain largely 
intact and in place, even amid questions about  the 
apparent lack of appropriate response to ongoing 
concerns within the company.

There are two common and deeply interrelated 
threads running through these scandals. First, there 
was the breakdown or complete lack of appropriate 
risk oversight at the board level, especially relating 
to leadership and culture—the two most import-
ant strategic risks for which the board is uniquely 
responsible. Second, there was a prevailing homo-
geneity of background, expertise and demographics 
of individual board members, leading to  “group-
think” that likely exacerbated these problems.

Research shows that more diverse boards and 
executive teams deliver greater financial value and 
engage in more successful strategic decision-mak-
ing. Many companies are getting this equation right, 
understanding that in order to remain sustainable, 
profitable and attractive for long-term investment, 
they must pay attention to more than just tradi-
tional financial factors. They have come to realize 
that good ESG management, including diversity and 

inclusion within their employee population, man-
agement and board, is also good for business.

Beyond the Status Quo
The role of the board is not only to challenge man-
agement to achieve financial results but to achieve 
them in a manner congruent with stakeholder trust 
and value systems. In a market where trust is the 
most important asset organizations have, the board 
must be the sentinel of that institutional trust. This 
responsibility is perhaps a taller order than what 
many board members signed up for, but it is the 
best way to preserve enterprise value, guard against 
complex risk and retain stakeholder trust.

We are living at a time of unprecedented global 
risk due to the convergence of serious and rapidly 
scaling challenges, disruptions and potentially exis-
tential threats, from technological innovation and 
disruption, climate change, geopolitical instability, 
the severe decline of trust in all institutions, and the 
attendant acceleration and amplification of repu-
tation risk by social media. In this rapidly changing 
world, companies need to have boards that are agile 
enough to keep pace with these new and emerg-
ing challenges. Boards must move from a position 
of sitting back to leaning in when it comes to pro-
moting the diversity of people, backgrounds and 
expertise among decision-makers.

All too often, large enterprises have no notable 
separation of powers when it comes to the chair-
man and CEO roles, which are most often held by 
a single person, usually a man. Additionally, there is 
no demonstrable independence when it comes to 
risk oversight and corporate governance standards. 
As a result, many boards avoid decisions and essen-
tially become a rubber stamp for the status quo. 
Stubbornly adhering to such a limited perspective 
can create severe blind spots and ultimately destroy 

corporate value. Challenging conventional board 
structures with more diverse candidates can help 
the board to consider different perspectives, ask a 
different set of questions about company strategy, 
and act as the necessary third rail that keeps man-
agement in check.

Boards have a crucial role to play in guiding not only 
financial returns but ESG impacts. A dramatic shift is 
taking place in governance for the dual purpose of 
maximizing financial returns and creating common 
social good for the broader stakeholder commu-
nity. The role of the board must evolve beyond 
check-the-box compliance and move to embrace 
a holistic and integrated strategic oversight of ESG, 
enterprise risk management, leadership and culture. 
An essential part of achieving this objective is to 
have a properly diversified board.

http://www.rmmagazine.com/2018/09/04/pale-
stale-male/
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CLIMATE CHANGE IS EXACERBATING INSURANCE 
PROTECTION GAPS | PUBLISHED 08.20.2018

Written by Dante Disparte
Originally published on Axios

Of the $337 billion in insured losses from disaster 
events in 2017, $330 billion was caused by natural 
catastrophes, marking a nearly 90% increase from 
the previous 10-year average. If 2017 was an annus 
horribilis for the world and the risk-finance indus-
try, which covered $144 billion of these losses, 
2018 is on track to be even worse, since this is the 
year insurers will directly incur these costs on their 
balance sheets.

The big picture: Research shows that the world’s 
cities can expect on average $320 billion in lost 
economic productivity each year because of cli-
mate-related risks — climate change, floods, 
droughts, wild fires and heat-island effect, among 
others. Meanwhile, because more than 60% of these 
direct and indirect costs are not typically covered by 
insurance, insurers and public finance are in retreat 
as suppliers of last resort. For example, 60% of 
FEMA claims in Puerto Rico have been denied. Even 
against predictable threats like floods, earthquakes 
and wildfires, the protection gap is massive.

In the U.S., from 1950 to 2000, FEMA recorded an 
average of 39 natural disasters per year. In the 18 
years since, the annual average has climbed by 318% 
to 124, making a calamitous year like 2017 the new 
normal. These events, even as single catastrophes, 
can now be directly correlated to climate change.

The effects are damning to the actuarial models 
insurers rely on to price risk. Houston, for example, 
had the biggest rainstorm ever recorded in the 
U.S. when Hurricane Harvey hit in 2017, and that 

flooding followed other historic floods there in 
prior years. Ellicott City, Maryland, no stranger to 
catastrophic flooding, has had two consecutive 
1,000-year floods in as many years. If last year’s fires 
in California were the deadliest, this year they are 
the largest in state history. When actuarial math is 
broken in this manner, people are left high and dry 
and high finance struggles to overcome its expense 
ratios, ranging between 30% and 50% for every 
dollar of risk premium.

What’s next: Closing the protection gap is an urgent 
global priority requiring as much public policy work 
as innovation in human adaptation and financial 
resilience. Research shows that a 1% increase in 
insurance adoption yields a 22% decrease in the 
share of risk borne by taxpayers, which will help 
stricken communities get back on their feet faster.

https://www.axios.com/climate-change-is-
exacerbat ing- insurance-protect ion-gaps-
7d530c39-ef65-4ed3-878f-7781bc9d6753.html

VULNERABILITIES IN THE FOOD SUPPLY CHAIN, 
THE NEW HIDDEN SYSTEMIC RISK | PUBLISHED 
09.04.2018

Written by Andres Franzetti
Originally published on Inernational Policy Digest

With the world’s population skyrocketing to 8.5 
billion over the next decade, and global food 
demand expected to increase by 70% through 2050, 
there is growing pressure on the agriculture sector 
to keep pace. Add to this mix the growing number 
of complex risks and extreme weather events that 
have become our new normal and one key concern 
comes to mind – how can we future-proof our 
food supply? This was certainly the common theme 
at the South East Asia U.S. Agricultural Cooperator 
Conference held this August in Malaysia. While 
farmers look at how they can maximize their crop 
yields and increase efficiencies, the focus on risk 
mitigation strategies appears to be lagging. A global 
and industry wide paradigm shift is needed to 
ensure farmers have access to the necessary tools 
and resources to enable them to build a resilient 
food supply chain.

Industries the world over have had to adjust to the 
shifting risk landscape. No longer are the tradi-
tional crop insurance programs or historical flood 
maps and actuarial tables of insurance underwrit-
ers enough to adequately protect farmers. Extreme 
weather events have increased significantly over the 
past few years, generating more powerful storms, 
more extreme draughts and heavier rains with cat-
astrophic consequences. These events devastate 
crops, disrupt supply chains, lead to food spoilage 
in storage facilities, and more. Even fortress nations 
like the U.S. are susceptible.

In 2017 the U.S. experienced 16 separate billion-dol-
lar events and climate disasters over a 10-month 
period. The damage suffered as a result was 
nowhere more evident than in Puerto Rico, where 
in a matter of hours, 80 percent of the territory’s (or 
island’s) crops were wiped out. Totaling nearly $800 
million in crop yields and a sizeable portion of the 
island’s economy, it will take the Puerto Rico years 
to recover its once abundant agricultural sector.

Regardless of the causality of climate change, 
the reality is extreme weather is the new normal. 
In the last 50 years till the year 2000, there were 
an average 39 disasters declared in the US. In the 
years after 2000 that number has ballooned to 
124 – a 270% increase. These disasters not only 
destroy crops, but they significantly limit production 
volume. The lower production volume, the greater 
likelihood of food shortages occurring, which will 
result in price distortions due to scarcity. In emerg-
ing markets, where there is less access to insurance 
or other risk transfer tools, this limited production 
not only impacts regional economies, but also can 
lead to greater poverty, deaths and overall soci-
etal instability. In 2017, the total global losses due 
to natural disasters was $353 billion, with only 38% 
covered by insurance. This statistic showcases the 
underutilization of a basic tool such as insurance, 
and a failure on the insurance markets for the lack 
of innovation and urgency in bridging the protec-
tion gap in agriculture.

Another growing concern in the agriculture sector 
is cyber risk. Agriculture has adopted a wide array 
of technological solutions to increase operational 
efficiencies, maximize crop yields, and leverage 
automation to reduce operating costs. This may 
have helped advance farming, but it has also created 
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a wide range of vulnerabilities and access points for 
cyber criminals to exploit.

This is such a large threat that the U.S. Department 
of Homeland Security recently declared the food 
and agriculture industry as one of the 16 areas of 
critical infrastructure – meaning it is at higher risk 
for an attack. Adding to this concern, a recent U.S. 
Farm Bureau Survey found that 87% of farmers were 
unprepared on what to do if they suffered a cyber-
attack. Farmers may think that data breaches are not 
of great concern, however theft of intellectual prop-
erty and data by competitors or foreign adversaries 
has been on the rise. More nefarious agroterrorism 
attacks looking to release chemicals and other con-
taminants into our food sources as well as disrupt 
food supplies and logistics are also a top concern. 
Currently the response plans for these types of 
attacks is underwhelming, and farmers do not have 
the needed resources or expertise to do so on their 
own.

A whole host of additional threats are targeting 
agriculture, such as vector-borne diseases, to shift-
ing government regulations, and societal issues. 
Facing threats on multiple fronts, thinking of ways to 
combat them seems like a daunting, unfeasible task. 
Solutions do exist however. What can often be the 
blockade is market access and lack of innovation.

A few key players are already leading the charge for 
how technology and insurance can build a more resil-
ient food supply. Companies like AcreFrica in Kenya 
are using parametric insurance to increase access 
to drought insurance. By embedding a mobile acti-
vated code in every bag of seeds they sell, farmers 
get immediate coverage against drought. If insuf-
ficient rainfall occurs, measured via satellites and 
sensors, funds are sent to the farmer. Burgeoning 

technologies like blockchain are establishing greater 
market inclusion, increasing safety and transparency 
in agriculture, particularly on supply chain prove-
nance. India is establishing a blockchain agriculture 
infrastructure to help distribute its fertilizer subsidies 
to farmers and track soil quality. Walmart has also 
been experimenting with the food safety and track-
ing capabilities of blockchain. It recently carried out 
a food contamination tracking exercise in one of its 
stores. A process that would normally take weeks 
was reduced to seconds with the use of blockchain.

These types of applications and uses have tremen-
dous implications. In Walmart’s case, it is not just 
about consumer safety, but also reducing food 
waste. Being able to track contaminated food to its 
original source with precise accuracy means that 
entire containers or pallets of food no longer need 
to be destroyed, rather just the affected produce. 
This type of innovative thinking and collaboration is 
needed across the public and private sector, partic-
ularly the insurance markets, to help create a more 
resilient global food supply chain. A recent City Risk 
Index study carried out by Lloyds and Cambridge 
University determined that a 1% rise in insurance 
penetration translates to a 22% reduction in unin-
sured losses, and a 2% rise in national GDP. This 
alone can have transformation impact across the 
emerging markets.

https://intpolicydigest.org/2018/09/02/
vulnerabilities-in-the-food-supply-chain-the-new-
hidden-systemic-risk/

A CRITICAL INFRASTRUCTURE REGISTRY WILL 
IMPROVE NATIONAL SECURITY | PUBLISHED 
07.21.2018

Written by Dante Disparte and Leticia Latino-Van 
Splunteren
Originally published on International Policy Digest

The world is an increasingly the turbulent place, with 
natural, man-made and emerging risks etching the 
landscape. 2017 may very well mark the beginning 
of what is now considered a normal year, where 
a volley of record-breaking hurricanes were only 
the exclamation marks of an otherwise calamitous 
cycle of events. Data confirms our fears that there 
is an unnatural increase in the rate of natural disas-
ters. Indeed, in the 50 years up to the year 2000, the 
Federal Emergency Management Agency (FEMA) 
reported an average of 39 disasters in the U.S. each 
year. In the 18 years since 2000, the average number 
of disaster declarations in the U.S. equals 124 – a 
217% increase.

Many of these smaller-scale disasters do not get 
recorded in headline news like last year’s devastat-
ing hurricane season, or record-breaking wildfires in 
California, but all of these events and their ensuing 
recovery efforts are made worse by the lack of a 
disaster-proof inventory of critical infrastructure, 
energy and telecommunication assets in stricken 
communities.

So much of what a modern economy relies on, 
whether it the electricity infrastructure, water, 
Internet and telecommunications hardware that we 
seem to take for granted when the weather is fine and 
there are no crises, very much depends on physical 
infrastructure. As we saw in relief and reconstruc-
tion efforts across the Caribbean, Houston, Florida, 

other communities, the inability to quickly identify, 
repair and or replace these assets makes for a pro-
longed recovery process that will not only hamper 
individual households getting back on their feet, but 
will erode economic recovery when it is most des-
perately needed.

The lack of a national inventory covering such criti-
cal infrastructure is not only a matter of where these 
assets are physically located, but what is attached to 
them, which can often be very precise and matter 
as much as the overall location and geophysi-
cal data. The ability to offer help and respond at a 
national level will be improved if asset information is 
centralized and readily available for the emergency 
response command centers. In a major disaster, 
rather than having to work with information that is 
being supplied by the affected areas in a piecemeal 
manner due to a breakdown in communication or 
the displacement of key personnel, a common crit-
ical infrastructure registry can speed up recovery 
efforts.

Personnel in affected areas are also coping with 
a crisis of their own and despite best intentions 
cannot be relied on in the immediate aftermath of a 
disaster. This much is true for first responders, as it is 
for technical personnel that understand the status, 
location and engineering specifications of critical 
infrastructure and physical assets. This challenge 
is then compounded by the fact that the mix of 
this infrastructure is held in both private and public 
hands and therefore data access requirements and 
speeds will go through layers of bureaucracy. Cell 
phone towers, for example, and other radiocom-
munication towers often hold millions of dollars’ 
worth of sensitive equipment, broadcasting assets, 
radars, and other sensors that go largely unseen 
throughout the year playing a vital role in our lives.
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In a world increasingly defined by intangible tech-
nology and round the clock connectivity, having 
access to a very precise digital archive of these assets 
can not only help identify potential single points of 
failure and vulnerability, enhancing national security, 
it can help companies and communities accelerate 
their recovery process by knowing precisely where 
to focus their efforts and which systems are critical 
nodes or points of redundancy.

In Puerto Rico’s case, the energy grid not only failed 
because of underinvestment in electricity infra-
structure across the island, it failed because the vast 
array of electrical towers, power lines and substa-
tions were destroyed by hurricanes Irma and Maria’s 
one-two punch. The same holds true of telecom-
munications equipment and other elements of 
critical inventory in the Caribbean basin, where 50% 
of mobile network operators were directly impacted 
and some operators experienced over 95% damage 
to infrastructure across several islands.

While the creation of a digital inventory that is 
recorded using 3D renderings of each specific loca-
tion does not currently exist, developing such a 
registry will help create a more resilient economy – 
both from smoking crater risks and from intangible 
ones, such as cyber threats, which are showing an 
increasing propensity to leap from the virtual world 
to the physical one.

Indeed, for certain types of physical infrastructure, 
their rarity and age makes precise knowledge of 
their whereabouts and precise knowledge of what 
instrumentation may be attached to them criti-
cal. They are basically out of the digital layer and 
are often unaccounted for even if their proper per-
formance is crucial to business continuity. Some 
energy subsystems, for example, may have fewer 
than 10 redundant parts or replacements available 

making the lack of information of their whereabouts, 
condition and other subcomponents or intercon-
nections an acute vulnerability for the country. The 
hardware age and scarcity of these assets is rivalled 
only by the vulnerable software systems they rely 
on, such as SCADA systems and outdated Windows-
based platforms that are well outside of the range 
of hygiene-improving software patches and system 
updates.

If all stakeholders worked in conjunction to take 
advantage of site surveys that review critical infra-
structure, such as telecom or utility sites, to virtualize 
them in a digital inventory, the nation’s “break in case 
of emergency” options will be improved. While cre-
ating such a digital inventory may create information 
security risks of its own, which can be countered 
by leveraging blockchain, it certainly outweighs the 
alternative of flying blind following each disaster.

https://intpolicydigest.org/2018/07/21/a-critical-
infrastructure-registry-will-improve-national-
security/
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It is ironic that the economic infrastructure contrib-
uting most significantly to global carbon emissions, 
is also the most vulnerable to its climate-chang-
ing impacts. Insidiously, the people who suffer the 
most from increasingly frequent and severe weather 
events are those that contribute the least to their 
cause. If climate change is an antagonist in this 
global drama, which has brought many a commu-
nity to their knees following a record 2017, resilient 
infrastructure is the hero and the lack of political will 
and imagination the antihero. Nowhere are these 
battlelines as stark as in powering an economy with 
a resilient, decentralized energy matrix.

Carbon emissions from electricity generation are 
one of the major contributors to global climate 
change. As 2017 showed the world, the debate of 
causality has ended, and we must now respond 
to the effects. Yet, as the impacts of Hurricanes 
Irma and Maria attest, the networks that deliver 
energy from large-scale, centralized powerplants 
to millions of distant consumers through vulnera-
ble powerlines, are easy prey for the severe winds, 
tides, fires and rumblings of anthropogenic climate 
change. Few are invulnerable to these effects and 
risk favors the prepared.

In major cities and urban centers, the loss of elec-
tricity assets can lead to days or weeks of candlelit 
discomfort. However, in rural areas the lack intercon-
nection and network redundancy, often translates 
into months for power supplies to return to normal. 
Puerto Rico, has the dubious distinction of playing 
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host to the longest running blackout in U.S. history, 
following the devastation wrought by Hurricanes 
Irma and Maria, which plunged the entire island – 
home to 3.2 million U.S. citizens – into darkness 
for more than 6 months. The U.S. island territory is 
also host to the second most severe blackout in the 
world in terms of customer hours without electricity 
at 3.4 billion. It is telling that the damage wrought 
in the Philippines by super Typhoon Haiyan ranks 
the highest in terms of lost customer hours at 6.1 
billion. That the energy infrastructure of two water 
bound territories (one a developing independent 
country, the other a territory of arguably the most 
powerful nation in the world) are both hobbled by 
record-breaking cyclonic storms, argues for alter-
native approaches to powering economies and a 
wholesale redesign of the energy matrix.

Bad things happen in the dark and many ill-equipped 
Caribbean islands, with Puerto Rico serving as 
ground zero, were not spared from nature’s wrath in 
2017. The severe hurricanes that devastated Puerto 
Rico brought the island’s already enfeebled energy 
system (and economy) to a halt. This standstill has 
lasted more than 6 months, with electricity coming 
and going in fits and starts and the next hurricane 
season a mere 3 months away. The occasional 
falling tree is sufficient to undue band-aid fixes to 
the electricity grid, frequently plunging the island 
back into darkness. This raises some important long-
range investment challenges. If Caribbean islands 
are the canaries in the climate change coal mine, 
then calls to build back better should not replace 
vulnerable, sclerotic and polluting energy systems 
with like kind. Rather, with Puerto Rico affording a 
rare opportunity for the world to pilot the resilient 
energy systems of the future, build back better is not 
only an investment and reconstruction mandate, it 
is also a challenge of the imagination and political 
will. In short, an entirely new energy blueprint is not 
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only in order, it is within reach and Puerto Rico can 
become the first place in the world to embrace an 
energy future at scale.

A future-proof, climate-ready energy matrix that 
can not only withstand man-made, natural and 
emerging shocks, such as cyber-attacks, but can 
deliver reliable, cost-effect energy is already a 
reality. Traditional energy systems over the past 
hundred years have ossified into a consistent, state-
backed pattern no matter how dysfunctional they 
are. Increasingly large centralized powerplants 
push electricity to a growing number of people 
over expansive radial networks. The epithet of the 
industry is “bigger is better,” which makes for heavily 
centralized and typically state-owned energy assets. 
In Puerto Rico’s case, the bankrupt public utility, 
PREPA, contributes 13% to the island’s eye-watering 
municipal debt burden of $73 billion. Puerto Rico 
is not alone with a vulnerable energy matrix as its 
Achilles heel. Indeed, much like innovators are on 
a quest to kill the 160-year old internal combustion 
engine, the world is more vulnerable for the lack of 
investment in energy diversification across the entire 
spectrum – from generation, metering, distribution 
and, critically, last-mile electrification.

Historically, prices fell as greater powerplant capac-
ity delivered lower unit energy costs. In the same 
way today’s tech titans inadvertently opened the 
Pandora’s box of global cyber threats, the car-
bon-hungry robber barons of the industrial age 
opened the gates of climate change through the 
dependency on a single-cylinder coal fired energy 
system. These “externalities” are not sparing any 
country on the planet and the business case for 
investment in energy resilience operates on math-
ematically certain terms. Networks leveraged 
diversified maximum demand. Energy hungry con-
sumers paid as much as they could afford until the 

economic cost of production exceeded the value of 
the outputs of production. Energy economics 101.

Powerplants were generally noisy, dirty and dan-
gerous relics best kept hundreds of miles from 
consumers (indeed, Puerto Rico’s main powerplant, 
Palo Seco, had an explosion in 2016 causing an 
island wide blackout). Transmission systems deliv-
ered energy to the masses who huddled, at the end 
of distribution networks where the noxious detri-
tus of fossil-fuelled powerplants were miraculously 
transformed into energy bills that ignored the nexus 
between carbon emissions and kilowatt hours. In 
the end, the true cost of electricity provision was 
hidden in competition killing subsidies of moribund 
industries and state management of inefficient, 
monopolistic utilities. This model made sense when 
there were no alternatives and people generally 
turned a blind eye to the immediate health conse-
quences and long-term, earth-killing risks. You can 
have electricity without economic growth, but you 
cannot have economic growth without electricity.

Technology change in developed economies
The topology of the energy system has changed in 
the past decade. In developed economies distrib-
uted renewable energy resources are putting a lie to 
the theory that bigger is better. Now, power gener-
ation is sympathetic to urban development. Today 
we can co-locate generation assets with consumer 
loads creating shock-proof microgrids, rather than 
large interconnected networks that beg for cas-
cading failures. The need for exposed distribution 
networks covering great distances is diminishing 
as more and more consumers, small and large, are 
taking control of their energy needs. In advanced 
economies like the U.S. and Australia, for example, 
existing energy system assets are under threat from 
new technologies and changing consumer behav-
ior. Secondary markets in solar photovoltaic cells 

and energy storage are threatening to strand con-
ventional large-scale assets, consigning them as 
relics of a black-lunged past.

In Western Australia system demand has plateaued 
and energy consumption is in free-fall as one in four 
households installs roof-top solar panels. In South 
Australia the number is one in three. In the U.S., 
community cooperatives are leveraging the benefits 
of local community-scaled plants to deliver low-
cost and low-carbon energy close to home. The 
incumbents are not only under threat from technol-
ogy and changes in consumer behaviour, their very 
scale and centralization now poses existential risks.

In emerging economies like India and the countries 
of South East Asia, distributed renewables installed 
as part of modern and dynamic microgrids show 
the path to a low-cost, low-carbon energy future. 
These decentralized structures fight against the 
typical single point of failure that large-scale energy 
grids have become. Indeed, in 2003, a great black-
out descended upon much of the Eastern seaboard 
of the U.S. and parts of Canada, plunging economic 
engines like New York city into darkness along with 
more than 55 million people. An energy system that 
cannot withstand system overloads or the basic 
requirements of redundancy and stop-gap mea-
sures, can hardly absorb the onslaught of deliberate 
cyber-attacks and a changing world. A resilient 
energy system is one that is loosely connected 
through a common metering platform, but heavily 
decentralized across power sources, generation and 
distribution modes.

A blueprint for change
Distributed energy resources (DERs) are the next 
step in the evolution of the energy system. For 
advanced economies like the U.S. and Australia the 
step may be painful as installed assets reach the end 

of their productive lifecycles before the end of their 
economic viability. However, DERs provide devel-
oping economies (or economies whose energy 
infrastructure has literally been blown off the map) 
with a chance to leapfrog an obsolete paradigm. 
In the case of Puerto Rico, instead of rebuilding 
risk-prone energy networks, a model of distributed 
energy systems can provide a modern, low-cost 
and resilient alternative to government-sponsored 
reconstruction of the existing energy system.
  
Distributed microgrid technologies, where energy 
systems are localised, dynamic, low-cost and 
zero-carbon are a solution to the physical and eco-
nomic limitations of existing energy systems. Where 
current systems are owned by governments that 
lack the capacity to manage the cost of rebuilding, 
let alone ongoing operational costs, DERs provide 
a blueprint for development that can free gov-
ernments from the burden of reconstruction and 
open the door to allowing private capital to make 
seed investments in DERs that bloom into oppor-
tunities for regional economic growth. Indeed, in 
Puerto Rico’s case with pre-hurricane energy costs 
on average 4 to 6 times higher than the U.S. main-
land, the path to economic competitiveness must 
not only cut through a lot of red tape, it must cut 
out PREPA. The governor of Puerto Rico, Ricardo 
Roselló, is beginning to heed this reality by calling 
for the privatization of the island’s utility. Good luck 
finding an investor to take over a bankrupt and 
broken energy system on an island with a shrink-
ing population and industrial base. Nothing short 
of a complete energy overhaul can put Puerto Rico 
back on course and serve as a template for a cli-
mate-smart energy future.

Private sector contribution to reform
Rebuilding risk-prone energy networks is not only 
complex, it is expensive. When energy supplies are 
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a state responsibility, the cost of restoring or main-
taining supplies is weighed against the myriad other 
costs of managing an economy and civil society. 
The private sector has the capacity to reform the 
energy system without the trade-offs that sover-
eign and local governments are forced to make. 
When economic reform is coupled with physical 
reform, a holistic approach can produce outcomes 
that provide sustainable profit opportunities for 
the private sector while freeing the public sector 
to focus on areas of macroeconomic or social 
need. Seed investments in distributed renewable 
microgrids can provide profitable opportunities 
for the private sector that bloom into communi-
ty-building, local-economy building and economic 
competitiveness.

Stable, low-cost and reliable energy supplies con-
tribute to economic development that drives even 
greater demand for energy. Renewable microgrids 
can be built incrementally as demand dictates. The 
smaller scale secondary investments can be met 
by the communities themselves. This allows for 
right-sizing moribund state-owned or centralized 
assets and shifts the post-disaster recovery burden 
from being a state-owned obligation to one shared 
at the community level. Reliable energy supplies 
induce demand and present even greater options 
for economic growth. When power systems are 
renewable, incremental and intrinsically funded, 
communities not only benefit from reliable energy 
supplies, they benefit from the value of the energy, 
all the while demonstrating that the growth of the 
economy and energy consumption can be decou-
pled from carbon emissions and state-debt.

Technology is not the challenge, imagination is
Changing the face of energy systems is not a tech-
nology challenge. The technological challenges of 
building and maintaining distributed microgrids was 

solved a decade ago and is undergoing continual 
improvement. The challenge of change is a cogni-
tive one, accepting that the physical and economic 
frameworks of the energy system can be fundamen-
tally different. Just as many countries in Africa have 
leapfrogged traditional brick and mortar banking or 
fixed-line telephony, an alternative energy future is 
more likely to take root in developing countries or in 
post-disaster areas, where the aged systems are not 
entrenched or have been levelled. Herein lies the 
silver lining of being a developing or a recovering 
community in an era of profound technological and 
energy advancements. In order to make an impact, 
these investments need not approximate billions, 
because distributed systems can be fit for purpose, 
low-cost and built to meet incremental demand.

These assets do not need to be large-scale to be 
low-cost. Indeed, energy baseload generation can 
be measured in kilowatts and kilowatt hours not 
just megawatts of installed capacity. Markets do not 
need to focus on keeping large-scale capacity con-
nected or maintaining stranded energy assets under 
the guise of financial viability. Dynamic and dis-
tributed markets can focus on delivering low-cost 
resilient power to consumers. Meanwhile, govern-
ments do not need to own energy assets; private 
seed funding can be supplemented by community 
investment as reliable energy supplies induce eco-
nomic growth at the edges of traditional systems. 
A modern energy matrix is not homogenous, it can 
be the aggregation of dynamic, distributed energy 
systems that are resilient in the face of the impacts 
of increasingly frequent and severe weather systems 
and other threats.

So what of Puerto Rico?
Remote and regional communities deserve reliable 
power supplies. To build economic opportunity, to 
strengthen communities and to reverse the tide of 

Puerto Rico’s mass exodus, the island and U.S. gov-
ernments need to prioritize energy modernization 
and economic competitiveness. These two goals 
are not in opposition with one another, but rather 
two signposts on the road to recovery. In order to 
make this change, Puerto Rico needs to make the 
cognitive shift that the call to build back better is not 
about replacing an already broken energy system 
with the same thing in a new package, but rather 
about a great leap forward into an energy resilient 
future. After all, with a $94 billion reconstruction 
tab and disaster fatigue and partisanship setting the 
tone in Washington, D.C., public and private inves-
tors, but most importantly the people of Puerto 
Rico, will want to see something lasting emerge for 
their trouble.

Construction of distributed, renewable microgrids 
by the private sector frees up scarce funds for other 
government priorities. Embracing smart renewable 
technologies will allow communities to participate 
in ongoing investments to meet the incremental 
growth in power demand that economic develop-
ment creates. Escaping the paradigm of centralised 
energy supplies, builds a physically resilient power 
system that meets community needs, while with-
standing future shocks. Switching the focus from 
system security to resilience adds to the reliability of 
power supplies and the inherent strength of com-
munities when the sun is shining and when nature 
turns. Nature is capricious, a modern energy system, 
much like a modern, competitive economy should 
be much more reliable. Rebuilding the existing 
energy system with the same blueprint and hoping 
for a materially different outcome is a fool’s errand. 
From the devastation of Maria and Irma, Puerto Rico 
has an opportunity to build a new energy future and 
a template for the world. One that is resilient, keeps 
pace with recovery efforts and crowds in capital and 
innovation to power a lasting economic recovery.

https://intpolicydigest.org/2018/04/18/the-
changing-energy-system-a-bluepr int-for-
economic-recovery/
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What are some effective 
strategies for fostering 
diversity at my firm?

RC Answers

HAVE A QUESTION FOR OUR EXPERTS? 

Send your inquiries to info@riskcooperative.com 
and your question and answer may be published 
in a future edition of Risk Matters. 

First, kudos to you for tackling this critically 
important issue. You already know that research 
has demonstrated a clear and consistent link 
between diversity and positive business outcomes. 
Not only are companies with diverse leadership 
more profitable, they also tend to be more resilient 
and make better decisions. 

How to foster diversity at your firm? Before you can 
engage in any new initiative, you must first establish 
goals. Group differences (like gender and race) are 
often an important focus of diversification efforts, 
but there may be other individual differences (such 
as life experiences and background skills) that 
also add valuable new perspectives. At the same 
time, you need to benchmark how diverse your 
organization already is. Recent hires, promotions, 
departures–and of course your roster of current 
staff–may offer some clues about where you could 
be falling short. 

Announcements

RCM&D FORMS STRATEGIC PARTNERSHIP WITH 
RISK COOPERATIVE

RCM&D, an 
independent 
insurance 
brokerage and 
risk advisory firm 
forms a strategic 
partnership with 
Risk Cooperative, an innovative risk and insurance 
advisory firm and coverholder at Lloyd’s. In addition 
to RCM&D’s already strong regional presence in the 
mid-Atlantic, the partnership with Risk Cooperative 
will heighten D.C. market presence and revenue 
growth while creating an integrated risk and 
insurance platform. 

Risk Cooperative, one of the fastest growing firms 
in the industry, is a globally recognized leader in 
the fields of risk, resilience, national security and 
economic competitiveness. As one of the leading 
independent brokerages in the U.S., RCM&D is 
also a founding partner of Assurex Global, which 
includes 107 brokers on 6 continents, placing in 
excess of $29 billion in insurance premiums. 

Risk Cooperative’s expertise in complex risk, 
coverage design, channel strategy and innovation 
will help accelerate growth in key market 
segments while helping customers keep pace 
with an evolving risk landscape in both domestic 
and international markets. Risk Cooperative’s 
founder and CEO, Dante Disparte, will provide 
overall direction and both firms will leverage 
their expertise to improve customer resilience, 
enterprise risk management and operational 
excellence. 

SPECIAL REPORT: THE IMPACT OF BLOCKCHAIN 
ON GOVERNMENT: INSIGHTS ON IDENTITY, 
PAYMENTS AND SUPPLY CHAIN

How can blockchain benefit government? How 
can government lead the way to a broad-based 
blockchain evolution that drives economic vitality? 
The IBM Center for The Business of Government 
has produced a special report, The Impact of 
Blockchain for Government: Insights on Identity, 
Payments, and Supply Chain to address these 
and related challenges by drawing insight from 
three roundtable discussions in 2017-18 among 
key leaders and stakeholders, hosted by the 
Congressional Blockchain Caucus. The roundtables 
helped frame key issues impacting blockchain 
and government, particularly focused on how 
blockchain can improve identity management, 
payment accuracy, and supply chain integration. 

Risk Cooperative’s founder and CEO, Dante 
Disparte, an advisor to the Global Blockchain 
Business Council, provided expert testimony to the 
Congressional Blockchain Caucus on blockchain, 
the insurance industry and national resilience. 

View the full report: 
http://anyflip.com/
yvpc/dtnh 

Now that you are prepared to work proactively on 
your goals, here are three effective strategies:

1. Develop thoughtful guidelines to help mitigate 
natural or technological biases throughout the 
employee selection and review processes.  

2. Commit to continually engaging in efforts that 
maintain diversity–provide diversity workshops, 
use inclusive language, facilitate employee 
mentorships and referrals, and seek feedback 
from various sources.  

3. Highlight diverse perspectives and experiences 
among employees and clients to demonstrate 
that your firm values them, and that ‘culture fit” 
is broadly defined at your organization. 

While California is tackling corporate diversity 
legislatively–by mandating gender diversity in 
boardrooms–it’s good business to go beyond 
baseline requirements. 

NB: The Featured Analysis article titled Pale, Stale & 
Male: Does Board Diversity Matter on page 12 can 
provide additional insight on board and leadership 
diversity. 
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