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Lessons
from Olympic Risks

David L. Mair
President
Risk and Insurance Management Society
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adies and Gentlemen, it is a great pleasure to be with

you this week and to enjoy the beauty of your country

along with the hospitality you so graciously extend to
my wife, Kim, and to me. It is also a pleasure to be asked to
share some thoughts with you about risk management in the
world in which we live today, including that within the
Olympic Movement, both inside the United States and
around the world. I also want to use our time together today
to talk a bit about the narure of risk management in a
changing world and what will be required of those of us who
have chosen this profession and to share with you a few words
about whar is happening within RIMS itself.

efore I start my comments this morning, I want to

share with you a few things that will help you

understand the context within which I come to visit
you. The first is that I have the best job in America. Being the
Director of Risk Management for the United States Olympic
Committee beings the kinds of challenges and opportunities
that many dream of and few are able to fully realize. This is a
job which brings an intellectual challenge, one which requires
creativity of thought and effort in the face of a changing
world. It brings 2 physical challenge on top of a building one
day inspecting its infrastructure and in a gymnasium the next
trying to understand the real risks of sport. It also includes
some days the emotional challenge of assisting the family of

young men and women who have been injured. The second
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thing that I want to share with you to explain some of what
you will observe is that I am a former school teacher of student
in the middle years of their education, and that requires a bit
of creativity.
he closing of the Olympic Games in Salt Lake City
provides a brief moment before beginning to look
toward the next Games in Athens to reflect on what
managing the risks associated with the Games brings. One
cannot work in the Olympic Movement without being
reminded of that every two years when the world brings its
best and most talented athletes together of the awesome
responsibility that accompanies managing those risks. When
the Olympic Games are in America, as they have been now
twice in the past six years, the challenge grows again.As I
thought about what to say here today, I thought of a range of
Olympic stories that would inspire, of circumstances and
situations that would illustrate the kinds of risks that we face
in my business, and of events that would interest you in
learning what happens behind the scenes in world of Olympic
risk management. What I want to do instead is to share with
you some examples of what happens in the lives of Olympians
to illustrate what those of us in this great profession can realize
when we dare.In order to understand how best to manage risk
in today's world, it is important to understand some
fundamental characteristics of how business operates. These
fundamentals include: The understanding that business takes
place much more in space than it does in a place. The
expansion of internet and computer technology has blurred
the previously distinct boundaries between the physical
locations of companies and their sales forces, for example.
trategic integration of formerly segregated business
operations is a key element of almost every successful
company's business plan. Even in the largest worldwide
conglomerates, integration of one operating units products
into the services of another is vital to their success. Entire
industries have developed simply to assist companies find
effective ways to enhance the integration of products and
services. Internally, service units are routinely challenged to
find ways to enhance the bottom line by assisting frontline
efforts. Risk Management is not immune from this process,
and the emergence of enterprise-wide risk management

programs is a positive outgrowth.
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usiness today is characterized by the primacy of
intellectual capital. We have shifted from a
worldwide economy characterized by the shipping of
goods across boundaries to one best described as relying on the
transmission of ideas instantaneously between those whose
businesses build upon those thoughts.With this new sense of
business fundamentals lies the recognition that risk exists and

must be managed effectively with six key domains.

1. Political and Cultural Risks

his may include any or all of local, national or
regional politics. British Petroleum announced just
this week that it will discontinue making political
contributions of any kind worldwide. The image risk related
to the portential for political scandal has simply become too
great. The nature of political change creates risk. In the United
Srates, we need to look no further than the mid-term elections
to be held late this year which could without much change
shift the balance of power in the Senate, and with it key

perspectives on issues like liability and tort reform.

2. Financial risks

he boom and bust cycles of investment markets in
the US during the last 36 months illustrates the
challenge here. The impact of carastrophe on
business, not just on the insurance industry, has been gravely
demonstrated by the events of September 11, 2001 and now
on the bond markets by the Enron collapse. In the latter case,
the bond markets now want to fully collateralize all bonds,
seriously reducing the borrowing ability of companies as well
as restricting their ability to maximize asset value in an already

slowed economy.
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3. Economic risks
he burst of the technology bubble worldwide has
resulted in shaken consumer and investor

confidence. Venture capital in a number of nations

has all but dried up.

4. Geopolitical risks

he devaluation of the Argentinean peso, political
failures in Africa, the absence of a political consensus
on key social issues in the United States, issues
which existed before September 11 effect the ways that
business operate and manage risks. Since September, we can
add the waging of an international war against a shadow
enemy in terrorism, and the fragile political consensus that

exists around who this enemy is and on what turf that war can

be fought.

5. Temporal risks

his nisk is characterized by two controlling features.
The firsr is corporate and governmental reaction to
immediate circumstances, and the second is that the
timeframe for many corporate long range straiegic plans has
been reduced to the amounr of time until the next earnings

statement.

6. Image risks

ot surprisingly, this risk plays itself out in front of

thousands or even millions of eyes, and may be

one of the most significant in the new world of
business. Arthur Andersen, Bridgestone-Firestone, Ford; the
names create images of risk profiles made public both by the
events in which they have been involved and more
importantly by the ways in which they responded. There is
much that can be said about this risk factor, but in the interest
of time that will have to be anorher presentation for another
day.If that is the canvas on which our companies manage risk
today, what can we learn from the Olympic Movement and
from the ways risk management is practiced in my division at
the United States Olympic Committee? There are six lessons

that I want to leave with you in that respect today.
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1. Effective risk management requires a view and an
understanding of areas which have traditionally
been perceived as outside the risk manager's realm.
his does not mean that the risk manager has to do
everything there is to be done.It does mean that the
risk manager must be in a position to understand
the core elements and be positioned as part of a team, often
though not always as its leader, in order to ensure that what is
necessary is done. I spent a good deal of my time during the
closing months of 2001 coming to understand everything
there was to be learned from the security operations, not of the
USOC itself, but of our partner, the Salt Lake Organizing
Commirttee for the Olympic Games. That understanding
provided real benefits when we needed to conduct a medical
evacuation of an injured athlete from Europe into Salt Lake
City during the weekend of Opening Ceremonies. The entire
state of Utah was a no-fly zone, an area restricted to all
commercial and private aircraft, yet we were able to coordinate
that young maris return because we had access to information

that would otherwise not have been part of our responsibility.

2. Risk management effectively practiced must
continue to retain its intuitive qualities.

ome, especially the new advocates of enterprise risk

management, will tell you that ERM must in all cases

be statistically more relevant, measurable, quantifiable,
and monitorable. While it is distinctly true that which can be
measured can be managed, it is equally true thar risk
management best practiced is also qualitative. It is betrer to be
imprecisely right as a result of intuitive sense than to be wrong
with great precision. As I talk often with Olympic athletes, it
has become clear over time that the best performances are not
those that are rehearsed or prepared burt those that emerge
from the challenge of competition. Athletes prepare to run or
skate their fastest at the right time, but it is the combination of

feeling and opportunity that leads to record performances.

3. We must be willing to try new techniques, yet
not let lose commitment to our task.
n a world in which new insurance and alternative risk
transfer tools emerge routinely, it is important that we

not get caught up in what worked in days past, even when
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they worked before. The advent of the clap skate in
speedskating revolutionized the sport, yet the spore itself
remains very much the same. However, worldwide, the nature
of training has changed. Athletes now rollerblade for cross
training rather than use the techniques of the past. Figure
skaters now perform jumps in competition that were
considered unimaginable only a few years ago. In 1967, a
relatively unknown high jumper named Dick Fosbury tried a
bizarre new approach to his sport, going over the bar head first
and upside down that led to gold in Mexico City in 1968. In
risk managefnent, we focus on brand and image risks, on data
security, and more recently for many on physical security once
again, yet it is the rried and true process of risk evaluation and
control that forms the basis on which we begin to address

those risks.

4. Communication skills will continue to be
critical.

he risk manager of today and tomorrow will have to

learn new languages. This doesn't mean learning a

new native tongue, though as I travel the world as
RIMS president I am both continually amazed and
embarrassed at the good quality of other's English and my
poor command of their language.
More to the point, risk managers
will have to have full command of
the language of finance and of law,
of regulation and operations. At the
US Olympic Commirtee, I have to
know what biomechanists are telling
me about the physiology of a sport
at the same time that | need to be
able to understand the nuances of
assembling a boxing ring. Not only
do T have to be able to communicate
that iﬁternally, I must also be able to
share the information I have with
others outside the organization
during underwriting or claims

negotiations.
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5. We must become strategic thinkers.

ost of us are excellent operational thinkers-we

know how to do what we do.Many of us are

good rtactical thinkers-we are able o see ahead a
bit and plan the next steps. Too few of us yet are truly effective
strategic thinkers, able to anticipate what the world has in
store for our industries. We will find that skill in learning not
what we know, for we already know it; not in learning what
we think we need to know, for that will only support our
tactical skills as we respond to what we see. We will find that
in beginning to take the challenge of learning what we don't
think we need to know. To see the reason, we need only look
to the world's largest companies and look back ten or twenty
years. Would the risk manager of those days have seen what
that company would look like today? What is its core business

today as contrasted with then?

6. Finally, we must have a passion for people.
isk management has always been a people business,
and it is for that reason thar I have never been
rouder to be part of something than I am of risk
managers and of RIMS. I watch at meetings like ours today,
where competitors sit side-by-side, learning and sharing ideas
that make their companies better. 1 know that the product
development staff, the sales and marketing departments, they
aren't doing what we are. We do it because we recognize the
value in giving. On September 11, I was in Ottawa, Canada
scheduled to speak at the Canadian Risk Management
Conference when tragedy struck New York and Washington. I
watched people rally in support of one another during a time
of great uncerrainty. More importantly though, 1 warched a
community without boundary or border as RIMS members
and others around the risk management community,
including you here in Japan, began to respond. We got a call
for help from small businesses in New York and within 24
hours, we had a committed team of volunteers helping those
without risk managers begin to understand the complex claims
problems of that situation. I watched our chapters provide
financial and other support. I read the words of an email from
the risk manager of the New York and New Jersey Port
Authority as he described the feelings of support he felt from

RIMS. At the recently concluded Olympic Games, the great
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Georg Hackl, a three time gold medallist in luge, finished
second in what was his last Olympic competition. When he
was interviewed following the competition, a reporter asked
Hackl if he was disappointed. Hackl's responded that he
couldn't possibly be disappointed because he had done his best
and finished behind ‘an athlete with a greater performance on
that day. He was seen later at the medal ceremony with the
bronze medallist, lifting the gold medal winner onto their
shoulders in celebration, a great reminder of the beauty of
sport and a reminder to us that people come first, even in
business.

efore we finish today, I want to extend my thanks on

behalf of RIMS to those of you who are members of

the Japan Chapter. These are exciting times for RIMS
within North America. We have been recognized time and
again in the mainstream press in the last several months,
ranging from the NY Times, Bloomberg News, National
Public Radio and the Washington Post. I recently testified
before the US House of Representatives on the issue of
terrorism insurance. We are preparing for our Annual
Conference which will be held in only a few short weeks in
New Orleans. I am hopeful that we will see many of you there.
This conference will be special because we have been able to
build a number of important sessions for experienced risk
managers into the week and we have developed a number of
sessions as well around the events associated with both
terrorism risks and the global impact of the Enron situation.
The RIMS website continues to grow, and the e-groups which
were formed early in 2001 have become a great service to
many. Finally, a few years ago, discussions began between
RIMS and a group in Japan which culminated in the
fotmatioﬁ of our first international chapter, the Japan chapter,
which we officially recognized in April 2001. Each RIMS
chapter following its formation is presented with a banner to
utilize at its meetings and functions, it is my great honor today
to be able to present that official banner of the Japan Chapter
to Mr.Mackawa and to thank all those who were instrumental
in the chapters development. Once again, thank you all for the

honor of addressing you today.
Y
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