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CURRENT TRENDS AND ISSUES IN US EMERGENCY MANAGEMENT

28 May 1999 Draft

· Professionalism

· Technology: Computers, World-wide web 

· Disaster Insurance Issues

· Paying for Emergency Management

· Level of Federal assistance provided in disasters

· Changing Hazards (Terrorism) ?

· Interaction between practitioners and researchers

· NFIP – Counterproductive?
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Objective

Acquire an appreciation of current trends and issues in U.S. Emergency Management.

Professionalism
The National Coordinating Council on Emergency Management (NCCEM) launched a certification program for emergency management personnel in January, 1993. As of September, 1996, 624 emergency managers have been granted certification. Peer reviews are conducted by a commission of respected professionals in the field. FEMA provided support funding for this initiative.

Among the necessary credentials needed to complete certification are three years of emergency management experience, a college degree at the baccalaureate level, 100 classroom hours of emergency management training and 100 hours of general management training. Additional requirements include contributions to the profession, such as leadership in organizations, publication, public speaking and teaching. Candidates must also complete a written essay on a designated emergency management topic. To maintain certification, CEM recipients must pass a written examination within five years of initial certification.

Related to the professionalism which the certification emphasis just mentioned supports, FEMA has instituted the FEMA Higher Education Project aimed at supporting the spread of emergency management-related education in colleges and universities throughout the country.

Social science disaster research reinforces the need for an educated and professional emergency management workforce and notes the tie between education and professionalism. One disaster researcher, for example, after reviewing the disaster research in this area, has noted that the research 


...demonstrated the value of developing a professional, educated workforce of emergency managers. The probability of developing an effective mitigation plan and of conducting an effective disaster response appears to be correlated with the trend toward creating a professional workforce. LEMA [local emergency management agency] coordinators who were college educated were found to be more likely to implement a multitude of the more effective mitigation strategies and to coordinate an appropriate disaster response. (Fischer 1996, 215)

Technology (Equipment)
· Mobile, cellular telephones for intra-agency communication

· Satellite communication (EENET and Recovery Channel)

· Internet

Disaster Insurance
The Role of the Insurance Industry Hazards, Disasters and Emergency Management.

“Insurance is a key loss-sharing strategy in …[countries like the US]. Like disaster aid, it is a redistributive method but in this case people at risk join forces with a large financial organization to spread the costs more widely. Most insurance takes place when an individual perceives a hazard and purchases a policy from a commercial company which guarantees than any specified losses will be reimbursed. Hence, the policy-holder spreads the possibly crippling cash burden from one major disaster over a number of years through the payment of an annual premium” (Smith 1996, 90).

…disaster claim payouts by the property/casualty insurance industry routinely exceed Federal payments to cover disaster recovery and restoration. The insurance industry has thus far been able to cover disaster recovery and restoration expenses by spreading the risks from catastrophic disasters and thereby lessening the financial impact of disaster on insured victims, including insured local governments. However, the scope and nature of disasters this past decade is causing a reevaluation within the insurance industry of the way they conduct their disaster business. (Brower/Bohl 1999)

“The pattern of large claims following years with few losses makes premium-setting difficult and the funding of claims unpredictable” (Smith 1996, 91).

“Ideally, people who deliberately locate in the path of an avalanche or in an active seismic zone or within reach of a cyclone surge should be expected to bear the cost of the insurance as well as that of indemnification for loss” (Burton, Kates, and White 1993, 192).

“Properly designed and executed, insurance can spread the risk equitably and foster economic reduction in loss potential; improperly designed or executed, it can worsen the whole situation” (Burton, Kates, and White 1993, 192).

“The insurance industry is a key player in all phases of the emergency management lifecycle and disaster-related public policy. Burby and his colleagues believe that, in recent years, the U.S. insurance industry has made an effort ‘to have the Federal Government assume greater financial responsibility for property insurance risks from natural hazards.’
 Unprecedented losses due to events like Hurricane Andrew, the Midwest Floods and the Northridge Earthquake have caused many insurers to reconsider the types of coverages they underwrite and the geographic areas they are willing to cover” (Brower/Bohl 1999).


  R. Burby and P. May, et al. Making Governments Plan: Experiments in Managing Land Use. Baltimore, MD: Johns Hopkins University Press, 1998 (forthcoming).

“As Palm (1995
) notes, earthquake insurance tends to be expensive, even for middle-class homeowners, and that combined with large deductibles on claims sharply reduces its appeal….the earthquake insurance offered by the California Earthquake Authority is marginal at best and has little to offer low income owners and the increasing numbers of Californians who can no longer afford to purchase a home” (Bolin/Stanford 1998, 226).

“Calls for government-sponsored relief are not uncommon following disastrous floods, but these calls may be resisted within the MDCs [more developed countries] on the grounds that the taxpayer cannot be expected to fund losses which should have been insured. This attitude is sometimes reinforced by legislation which limits aid, in the form of either grants or loans, to uninsurable losses” (Smith 1996, 270).

“A major weakness of commercial insurance is that not all flood-prone households elect to take cover and many of those that do will be under-insured. Tenants, pensioners and lower social status householders are least likely to have adequate cover and least likely to recover financially after a flood” (Smith 1996, 271).

Is Hazard Protection a Losing Business?

“…In 1994 the insurance industry in California collected about $500 million in earthquake premiums but paid out $11.4 billion for property damage caused by the Northridge disaster (Valery 1995)” (Smith 1996, 91).

The politics of disaster insurance involve on-going efforts by the insurance industry, in part through its lobbying arm--the Disaster Coalition--to secure Federal reinsurance against mega-disaster’s financial impact on the insurance industry.
 The industry has developed a number of pieces of suggested legislation. (Sylves 1998)

The industry wants the Federal government to provide a `back-stop’ against massive industry losses stemming from catastrophic disaster or from a succession of highly damaging major disasters by underwriting help for the reinsurance industry. Correspondingly, many lawmakers suspect that the insurance industry wants to encumber taxpayers in a bailout scheme when the industry suffers major disaster-related losses. Many also fear the creation of another expensive Federal program and the need to build the regulatory mechanisms needed to make it work. Others have mixed feelings about the Federal Flood Insurance Program and are not anxious to see that “nationalized” model of insurance extended to all types of disaster agents. Meanwhile, disaster insurance legislation continues to be considered. (Sylves 1998) 

Positive Role of the Insurance Industry – Mitigation:

“…many observers, both inside and outside the federal government, are calling for the federal government to “limit the practice of subsidizing risk,” by gradually withdrawing federal subsidies in areas like “disaster relief, flood insurance, shoreline protection, flood control, and tax write-offs of losses to property located in identified hazard zones.” The belief is that, “if people are more effectively informed about the risks of natural hazards and if State and local governments adopt appropriate land-use management measures, returning risk-management decisions to individuals and businesses will foster support for local risk-reduction efforts.” (Burby, 1998) Thus the long dormant role of the insurance industry in encouraging hazard mitigation efforts, particularly avoiding development in areas prone to recurring natural hazards, is being energized by both financial losses and potential government withdrawal from “subsidizing risk.” Generally speaking, however, the insurance industry still does not consistently evaluate land and properties in such a way as to discourage (through higher premiums) development in hazard-prone areas” (Brower/Bohl 1999).

Should Disaster Insurance Be Nationalized?

A tremendously ambivalent relationship exists between the Federal government and the disaster insurance industry. The industry lives in fear that the Federal government may nationalize all forms of disaster insurance, much as it has for Federal Flood insurance. This would eliminate a usually profitable arm of the insurance industry. (Sylves 1998)

“Moves toward a federally funded or federally guaranteed hazard insurance are unlikely to reduce federal disaster obligations (U.S. Senate 1995), and would offer financial protection only to conforming property owners” (Bolin/Stanford 1998, 229).

Reinsurance:
“Insurance companies…[frequently] share the risk amongst themselves. This is achieved either by companies joining together to write the primary insurance cover or by passing on part of the risk via reinsurance. A typical reinsurance arrangement might be for the primary company to pay the first $5 million in losses from a storm but, for losses in excess of $5 million, the primary company would be entitled to reimbursement of 90-95 per cent of the sum from its commercial partners….” (Smith 1996, 92).

Earthquake Insurance:
“Most earthquake insurance policies are intended to cover catastrophes rather than small losses. As a result, they usually have a deductible amount that is either a percentage of the insured value or a fixed cash amount…For home-owners the deduction is often 5 per cent of the insured value. This deductible amount presents a deterrent to the purchase of insurance, especially for the owner of a modern woodframe house which is likely to suffer only moderate damage. After the 1971 San Fernando earthquake, the average cost of repairs was 6.6 per cent of the insured value and some owners argued that it is wiser to spend money on strengthening buildings rather than on insurance premiums.

In California, the cost of insurance is rated according to location, type of construction and soil conditions. Premium rates rise progressively from small woodframe houses to unreinforced masonry, and a building on filled land, for example, might well attract a 25 per cent surcharge” (Smith 1996, 136-137).

Paying for Emergency Management
Traditionally, much of the funding for local and State emergency management has come from the Federal government through FEMA or one of its predecessor agencies. In recent years, however, Federal funding has decreased and pass through funds to the States have been held steady or have gone down. Clearly, alternatives to FEMA based funding has to be sought by State and local governments. Some State legislatures are creating disaster trust funds that provide ongoing support for emergency management efforts. States have created trust funds from a variety of fees, surcharges and sources and use them to guarantee support for designated projects and to secure a long-term and consistent source of emergency management funding.

The Florida Emergency Management Assistance Trust Fund, created by the Florida Legislature in 1993, is funded by surcharges on residential and commercial property insurance premiums. The fund supports local emergency management programs and mitigation projects and helps cover the required 25 percent FEMA matching response cost during Presidentially declared disasters. (National Congerence 1997, 1)

Another is Texas where in 1997 the Legislature created a disaster management fund due to “the devastating natural disasters that have occurred in Texas, coupled with shortfalls in federal funding...” (“Texas Legislature Creates Trust Fund to Aid Disaster Management, Recovery.” p. 92 in EPN, 9 June 1997). The fund is sustained through a $2 surcharge on all homeowners’ insurance policies and farmers’ and ranchers’ policies, as well as a $4 fee on commercial property lines policies and $1 on each motor vehicle policy. Fees go into suspension if the fund reaches $500 million.

Interaction Between Practitioners and Disaster Researchers

“Despite the best efforts of workshops and international conferencing, researchers continue to work in virtual isolation from emergency personnel. Communication emanating from the researcher to the practitioner is necessary to facilitate the dissemination of new knowledge. Communication emanating from the practitioner to the researcher is also necessary to facilitate an understanding of what type of new knowledge the practitioner needs.


Most disaster researchers work directly with their funding agencies when setting research agendas. The researcher closely ties his or her research focus to desires of the funding agency—one obviously needs to adhere to the articulated needs of the agency providing the research support. The perceived needs of the agency, of course, sometimes result from prior research. This funding process often results on over-looking the research needs of state and local emergency personnel. Since the state and local emergency managers are normally not the source of research funding, their input is not readily sought by the researcher. The outcome is that state and local emergency managers are only involved in the research process when their area is impacted by a disaster agent. The researchers converge to study the event—and then the state and local managers become important to the researcher.


Perhaps third-generation disaster researchers could help to redress this limitation. Many projects of interest to state and local managers may not require a major funding source. Under these circumstances, applied research could be conducted which not only contributes to the research literature, and the vitae of the U.S. researcher, but which also contributes more directly to the community and region seeking the assistance of the researcher. Often the reward system of major research institutions is not geared to responding to such smaller research projects. The result is a second reason for reduced interest on the part of the researcher for initiating these smaller projects. Researchers who work in a less myopic research environment may find it advantageous to make a contribution at this level” (Fischer 1996, 215).
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