Session No. 6

________________________________________________________________________

Course Title: Public Administration and Emergency Management

Session Title: Disasters and Private Sector Relations










Time: 2 hours

________________________________________________________________________

Objectives

At the conclusion of this session, students will be able to

6.1 Describe the general roles of private sector firms and for-profit organizations in the national emergency management system 

6.2 Describe and discuss the legal and political relationships among public agencies and the private sector

6.3 Describe and discuss conflicts that may arise between public agencies and private firms in disaster operations

6.4 Describe and discuss conflicts that may arise between public agencies and property owners in disaster mitigation

6.5 Discuss the common interests of public agencies and private firms and individuals in effective emergency management

________________________________________________________________________

Scope

Overview of the relationships between public agencies at the federal, state, and local levels and private firms and individuals, and the bases for conflict and cooperation.

________________________________________________________________________

References

1. Required student readings: 

William L. Waugh, Jr., and Ronald John Hy, “The Hyatt Skywalk Disaster and Other Lessons in the Regulation of Building” and Kathleen J. Tierney, Joanne M. Nigg, and James M. Dahlhamer, “The Impact of the 1993 Midwest Floods: Business Vulnerability and Disruption in Des Moines” in Disaster Management in the U.S. and Canada: The Politics, Policymaking, Administration, and Analysis of Emergency Management, 2nd ed., Richard T. Sylves and Willliam L. Waugh, Jr., eds. (Springfield, IL: Charles C Thomas Publisher, Ltd., 1996).

2. Background readings: 

Raymond J. Burby et al., Cities under Water: A Comparative Evaluation of Ten Cities’ Efforts to Manage Floodplain Land Use (Boulder, CO: University of Colorado, Institute of Behavioral Science, Monograph #47, 1988). 

William L. Waugh, Jr., “Hurricanes,” in Handbook of Emergency Management, William L. Waugh, Jr., and Ronald John Hy, eds. (Westport, CT: Greenwood Press, 1990).

________________________________________________________________________

Requirements

Overview of the working environment of public agencies and how they interact with private firms, property owners, and other private interests.
________________________________________________________________________

Remarks

Students should get a broad picture of the relationship between public agencies and private firms and individuals and how it affects the national emergency management system, with particular attention to conflicts in interests and bases for cooperation. The Burby monograph Cities Under Water (see reading list) examines the perspectives of regulators, landowners, developers, and consumers in the management of floodplains.
________________________________________________________________________

Supplemental Considerations

The roles that private sector firms and private individuals can play in the national emergency management system are varied and numerous, ranging from providing training and consulting on emergency planning to offering hazard insurance, and from cleaning up debris to providing free or discounted building materials to victims. All or even most of the roles cannot be covered in the context of a broad course in emergency management. It may be easiest to offer examples of private sector contributions and to encourage students to suggest more. Specific firms can be identified in the lists of “partners” and/or “associate members” on the web pages of organizations like the International Association of Emergency Managers and the National Emergency Management Association, in the classified ads in such publications as Disaster Recovery Journal, and in the participants in conferences sponsored by disaster organizations such as the International Emergency Management Association and Disaster Recovery Journal.

________________________________________________________________________

Objective 6.1

Describe the general roles of private sector firms and for-profit organizations in the national emergency management system 

The roles of private sector firms and other for-profit organizations in the national emergency management system are as complex as they are varied, some in support of government activities, some in place of government activities, and others independent of the governmental emergency management system.
The economic base of the community generally depends upon the private sector. When the private sector is unproductive, the community suffers. Jobs are lost, necessities (e.g., food) are unavailable, etc. Private firms represent a critical component of the community and, thus, are very much involved in the recovery process.

Private firms are also involved in the national emergency management system directly, as

· contractors providing or supporting government services for a fee, 

· suppliers providing material to government and other for-profit disaster agencies, 

· partners collaborating with government agencies in the delivery of services by prior arrangement, and 

· independent agents providing necessary or desired services with or without a formal arrangement with government agencies involved in the intergovernmental emergency management system. 

As in other aspects of the American economy, private firms generally provide services that either are not available from government agencies or can be delivered less expensively than by government agencies.

Private services and products, however, may be much more expensive and may not be as effective as those provided by government agencies and nonprofit organizations. Reliance on private sector services and products has to be evaluated on a case-by-case basis.

Entrepreneurial firms, particularly high-tech firms, often offer goods and services that government agencies cannot afford; that the agencies need so infrequently that they cannot justify purchase or maintenance costs; or that are so new that government agencies have not yet evaluated and purchased them.

During disaster response and recovery efforts, emergency response agencies often need resources found in private firms, such as cranes and other heavy equipment, or services not readily available through government agencies, such as stress debriefings for victims and responders.

__________________________________________________________________

Questions to ask students:
1. What kinds of for-profit organizations might be useful partners for emergency management agencies prior to, during, and following disasters?

Suggested answers: 

Construction firms
Training for equipment operators


Specialized equipment for lifting, moving, digging

Engineering firms
Consultation on building standards and practices


Assistance Assessing damage

Universities
Training emergency personnel


Training public officials


Public education on hazards, mitigation programs, etc.


Job counseling for those left unemployed 


Recruiting volunteers

Cafeterias
Emergency food services


Emergency shelter

Hotels
Emergency shelter


Emergency food services

Hospitals
Emergency medical training


Emergency medical services

Freight companies
Transport of emergency food, clothing, building materials

Building supply companies
Providing lumber, plastic sheeting, and other materials to reduce secondary damage (e.g., rain damage)

2. What kinds of services might be turned over to private firms?

Suggested answers: 

· Critical incident stress debriefing for victims and emergency responders

· Operation of disaster assistance center facilities Sandbag distribution and filling

Note: Discussions of government contracting, privatization, and other public/ private arrangements can be used to develop criteria for what should or should not be entrusted to for-profit organizations. 

More advanced students might debate the issues or list potential problems for agencies overseeing the delivery of services by third parties in general and for-profit organizations in particular. 

“Hollow government” (meaning that government agencies are largely responsible for overseeing policy and program administration by nonprofit or for-profit organizations or even other government agencies, but delivering few services directly) is an increasingly important concern. The U.S. Office of Foreign Disaster Assistance (OFDA) is such an agency. Nonprofit organizations do much of the disaster work for OFDA.

3. What kinds of services should not be turned over to private firms?

Suggested answers: 

· Determining eligibility for disaster assistance

· Coordinating emergency response agencies

· Issuing evacuation orders

How appropriate privatization may be in particular circumstances can be debated. The privatization of prisons raises issues about fundamental governmental functions being turned over to private organizations that are difficult to monitor. The question of delegating the power to use force might also be a concern in disaster operations. Government agencies are protected from legal liability for their actions under the principle of “sovereign immunity,” but private firms would not be so protected for their decisions and actions. 

_______________________________________________________________________


Objective 6.2


Describe and discuss the legal and political relationships among public agencies and the private sector

Public agencies and the private sector organizations have legal and political relationships that facilitate interaction in some cases and cause conflict in others.

Public agencies, like the Small Business Administration (SBA), provide assistance to private firms as part of their regular, nondisaster, missions. SBA is also responsible for aiding small businesses in the aftermath of disaster by providing low interest loans for rebuilding.

Government agencies regulate business practices, such as real estate development and building construction, to protect public health and safety.

State and local governments are increasingly regulating business practices in the aftermath of disaster to prevent price gouging, fraud, substandard work, and other abuses.

State and local governments generally regulate building standards to ensure resistance to known risks, such as seismic hazards, wind storms, structural failures, and fire.

Local governments generally regulate land-use to limit and control building in floodplains, in mudslide and rockslide areas, fire zones, and other hazardous areas.

________________________________________________________________________

Questions to ask students:
1. Should private development, construction, and business practices be regulated to protect public health and safety?

This is basically a question about the role of government in American society. Some students may argue that market forces can offer adequate regulation of risky behavior, e.g., firms that do not build safe structures will not be in business for long (the principle of caveat emptor). Others may argue the need for regulation of behavior that may threaten public health and safety, as well as the property of others.

2. Should local governments be required to adopt and enforce appropriate building codes or should their constituents be permitted to choose whether to do so or not?

This question raises issues concerning local discretion, community judgments on “acceptable risk,” and the politics of mitigation programs at the local level. The question may be more interesting in terms of who requires the adoption of codes—federal or state authorities or even insurance companies and banks underwriting mortgage and business loans on the property. Also, who stands to gain from the adoption of strict codes and who stands to lose?

3. What restrictions should apply when governments use or seize private property, such as heavy equipment to lift debris in collapsed structures or buildings to use as shelters, during or immediately following a disaster? 

This question raises fundamental issues concerning public safety and private property, adequate compensation for the use of private property, and liability for the loss of private property. If students have backgrounds in accounting or financial management, the discussion of compensation can be even more detailed.

________________________________________________________________________

Objective 6.3


Describe and discuss conflicts that may arise between public agencies and private firms in disaster operations

Conflicts may arise between public agencies and private firms in disaster operations when business is affected by evacuation orders, security precautions to prevent looting, access to business areas that might be damaged, disaster warnings that scare off tourists and other customers, and other actions.

The prices of goods and services are generally determined by demand. In the aftermath of disaster, the demand for commodities (such as ice, bottled water, plastic sheeting, and lumber) and for services (such as debris removal and roof repair) is usually very high. Private individuals and firms can sell such commodities and services for prices far above normal. Charging exorbitant prices (“price gouging”) and failing to deliver promised services is often described as the “second disaster.” As a consequence, local, state, and federal governments are increasingly outlawing such practices.

Some communities have cordoned off disaster areas and not permitted building repair people or even “good Samaritans” wishing to assist in reconstruction to enter the area unless they have an agreement with one of the affected property owners. Repair crews are not allowed to drive through the area and solicit business.

Private firms affected by disaster have need of government services and have to compete with other firms, private individuals, and even governmental units (such as schools and public housing authorities) for limited recovery resources. 

Firms typically need assistance reopening roadways, rebuilding critical lifelines (such as water and sewer lines and utility lines), and replacing the damaged infrastructure to make the firm accessible to employees, suppliers, and customers. Even if a firm is not damaged directly, it may not be able to open for business because it lacks water, power, or other necessary services.

__________________________________________________________________

Questions to ask students: 

1. Following a disaster, should firms be required to keep their prices the same as they were before the disaster? Should governments outlaw price increases, monitor business practices, and fine those who do not comply with the law? 

If prices are assumed to be determined by supply and demand in our economy, regulating prices following a disaster may be considered an unwarranted intrusion in the market. However, high prices mean some people may not be able to afford critical items, such as food and water.

Is there an equity or fairness problem if poor victims cannot afford food and other necessary items because more affluent victims have driven up the prices? Also, is there a problem when more affluent victims create demands for products and services that cause suppliers not to deliver essential goods for other victims—such as encouraging suppliers to bring in materials to repair pools and other nonessential structures rather than materials to repair roofs or to restore electrical power to homes?

2. What kinds of goods and services might be in short supply following a disaster (in addition to those listed above)?

Suggested answers:  

Batteries
Plastic garbage bags
Outdoor grills

Candles
Electric generators
Baby food

Chain saws
Cleaning supplies
Pet food

Axes
Perishable foods (e.g., bread, milk)

3. What arguments might a business owner make in favor of letting demand determine prices during the response and recovery phases of a disaster?

Suggested answers:  

· Higher prices reduce the likelihood of people hoarding scarce commodities

· Higher profit encourages rapid restocking of critical supplies

· Relying on the market is consistent with “American values”

Each of the arguments should raise questions concerning the implications for persons with little money to purchase needed supplies and the distribution of supplies when not based necessarily upon need. 

________________________________________________________________________

Objective 6.4

Describe and discuss conflicts that may arise between public agencies and property owners in disaster mitigation

Conflicts often arise between public agencies and property owners in disaster mitigation.

Strict land-use regulation can limit the development of property and reduce its value. 

Strict building codes increase the cost of construction for residential and commercial building, but they also increase the value of the structures because they are more disaster resistant.

Disclosure of hazards can also reduce the value of property and state laws may mandate that property owners disclose to potential buyers hazards such as locations on or near fault lines, in landslide areas, or wildfire areas.

Questions to ask students:

1. If a government restricts the development of privately owned land, should the owner be compensated for the loss in value that might result?

This question introduces the “takings” issue. Should government be permitted to seize private property even if it is in the interests of the community and the owner is compensated? Students might be asked about the regulation of development on barrier islands, along seashores, along rivers and lakes, on floodplains, in mountainous areas prone to avalanches or landslides. 

Governments can use eminent domain to take property for highway rights-of-way and other uses, including economic development projects. Is the use of eminent domain to reduce the likelihood of catastrophic property losses justified, particularly when disasters are inevitable?

2. Should private firms and individuals be permitted to develop property despite known hazards if they assume responsibility for any losses and are not eligible for government assistance?

This question raises issues concerning common risks that might be exacerbated if individuals do not participate in the mitigation program. A good example is development along beachfronts when individual property owners cause damage to dunes, beach grasses, and other elements that provide protection from storm surges, thus increasing the risk to other property owners. Beachfront homes may literally float into other homes if not properly anchored or if located in areas particularly exposed to storm surges.

________________________________________________________________________

Objective 6.5


Discuss the common interests of public agencies and private firms and individuals in effective emergency management

Public agencies and private firms and individuals have common interests in effective emergency management.

Disasters can mean that employees cannot get to work, power and water are cut off, customers cannot get to businesses to purchase goods and services, and public order and safety are be threatened.

Closed businesses can increase slow recovery and the social costs of disaster because victims cannot afford necessary goods and services, such as food and clothing.

Closed businesses reduce tax revenue and other community resources necessary for recovery.

Insurance and mortgage companies have a vested interest in the regulation of land-use and building standards that reduce risk to property and life and, thus, their exposure to losses.

The insurance industry is encouraging public and private sector activities to reduce disaster losses. The catastrophic losses during Hurricanes Hugo and Andrew and the Loma Prieta and Northridge earthquakes has given impetus to such efforts.

FEMA has been developing partnerships with private sector organizations to facilitate cooperation prior to, during, and following disasters. 

A 1997 meeting focused on “accelerated access” to disaster areas so that

· businesses can implement their own recovery procedures, including assessing damage, securing property, and reopening for business, to increase the likelihood of survival;

· businesses can restore their own operations to reduce economic losses, maintain relationships with customers and suppliers, and plan for future operations;

· communities can restore the economic infrastructure as quickly as possible to reduce unemployment, provide needed goods and services, and reduce losses in tax revenue;

· training programs can be developed for company emergency responders; and

· disaster awareness programs can be created to improve the capacities of communities to reduce hazards and respond to disasters.

“Accelerated access” requires control and identification processes (e.g., badges) to ensure that unauthorized individuals are not permitted into the disaster zone. A common credential, a “Company Disaster Response Team” (CDRT) badge, recognizable to federal, state, and local law enforcement and emergency management personnel, was recommended.

Partnerships between emergency management agencies and private firms can

· facilitate cooperation and the sharing of resources;

· encourage disaster planning and mitigation efforts by private firms; and

· develop a broad constituency within a community for hazard mitigation and preparedness programs.

Disasters can cause so much damage that insurers are threatened with bankruptcy, even if they have reinsurance to cover extraordinary losses. In fact, insured losses during catastrophic disasters may exceed the reserves of reinsurance companies. 

Catastrophic damage from Hurricane Andrew and the Northridge earthquake is encouraging proposals for “all-hazards” insurance to be provided by private insurance companies but underwritten or reinsured by the federal government.


__________________________________________________________________

Questions to ask students:
1. Should the federal government underwrite disaster insurance to prevent private insurance companies from being overwhelmed by catastrophic disasters?

In essence, should the federal government become the insurer of last resort because private insurers may be bankrupted by catastrophic losses?

2. Should the federal or state governments require the owners of property in very hazardous areas to get insurance as a condition for receiving disaster assistance, as is done with the National Flood Insurance Program?

The more interesting aspect of this question may be the role of government in requiring private property owners to buy insurance. Does the lack, scarcity, or very high cost of insurance for some kinds of disasters, such as earthquakes in California, mean that the government has to provide insurance?

3. How might private insurance companies require property owners to reduce the risk to their property? 

Suggested answers:  

· Very high rates if mitigation efforts are not made 

· No qualification for insurance unless certain mitigation requirements are met

· Simply no insurance available for those with property in very hazardous 
areas

The role of the insurance industry, including mortgate companies and banks, in promoting mitigation is getting more attention because of the losses experienced in Florida with Hurricane Andrew and in California with the Northridge earthquake. Students should understand how risky behavior affects property owners and economic institutions.


__________________________________________________________________
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