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In an era in which free-market capitalism has been showered with
more accolades than anyone ever expected it to receive, it seems espe-
cially timely to reassess economic sectors traditionally regarded as the
preserve of nonprofit or governmental supply and aff-limits to for-profit
private activity. Of particular interest in this regard is the whole area of
disaster mitigation and response, which, in the United States, at least, is
experiencing an explosion of for-profit private-sector initiatives. I will
survey and analyze some of these developments and offer some sugges-
tions for policies to promote the role of private enterprise in both disaster
anticipation and recovery.

The Economic Framework

The basic paradigm of economics is that of rational, optimizing con-
sumers who equalize the benefit received from the last dollar spent on all
their individual purchases. At the same time, producers in a competitive
environment seek through trial, error, imitation, and innovation least-cost
techniques of production directed to consumer demands of greatest inten-
Sity. Freely determined prices are the signals and, because they are also the
source of individual incomes, provide the incentive to producers to meet
demands at the minimum possible cost. If, further, all costs and benefits fall
exclusively on the parties to an exchange—that is, are absorbed “inter-
Fﬂl!f”—thcn, for given income distribution, the free price-directed market
1 the most efficient mechanism of resource allocation.

The Economic Role of Government

I_ftha basic conditions for private optimizing behavior are not met, an
\‘-'f!iment solution may be facilitated by government. The typical failure of
E\rate markets involves public goods, whose characteristic is that they can

y be consumed jointly—they emit benefits most of which are external

10 any individual private transaction (Weimer and Vining 1992, pp. 41-57).
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