Session No. 12


Course Title: Business and Industry Crisis Management, Disaster Recovery, and Organizational Continuity

Session 12: Risk Management Controls for Natural Disasters and Private/Public Partnerships

Time: 1 hr


Objectives: 

12.1 Complete objective 11.1 (Through small-group work, apply the risk-based decision model and risk management considerations to an assigned case study from FEMA, publication 331 stressing natural crisis (disaster) risk management) by delivering a short (three to five minutes) oral presentation of your group’s work.
12.2 Explain the necessity for a business to look beyond its purely internal concerns when considering a widespread disaster and to coordinate its crisis management and business continuity strategies, plans, and actions with the general community and the business community. 

12.3 Explain the problems that a business may face in a natural disaster context if it has focused its crisis management and business continuity strategies, plans, and actions on its internal mechanisms to the exclusion of external concerns such as interdependencies with the overall community, the business community, and the supporting infrastructure.


Scope:

This session starts with the oral reports resulting from the small group work in session 11. Following completion of all oral reports, the modified experiential learning cycle should be completed for both the content of the reports and the small-group process. A series of five questions are provided as a guide for completing the modified experiential learning cycle. The next two objectives deal with the necessity for a business to look externally to determine its interrelationships with the community and other businesses and to become a partner with them as part of an effective crisis management and business continuity strategy and plan. A review of the case studies used in the small-group work indicates several examples of businesses looking outward to the community and providing assistance following natural disasters. The FEMA publication Project Impact – Building a Disaster Resistant Community is assigned as reading and provides an outline for discussing the need for the private sector to partner with the community and other private sector members. Neil R. Britton’s article “Making Progress with Business Continuity Planning for Natural Disaster Management” (copy included with the author’s permission to duplicate and use in this class) provides the results of recent studies by the Disaster Research Center, University of Delaware, (the 1993 Midwest floods and the 1994 Northridge earthquake) to demonstrate the necessity of an outward focus and the development of collective solutions to widespread disasters. 


Readings:

Student Reading: 

Federal Emergency Management Agency. 1998. Project Impact – Building a Disaster Resistant Community. Washington, DC: Federal Emergency Management Agency. Pages 1–31. available at no cost by calling 1-800-227-4731. 

Project Impact Web sites through http://www.fema.gov. (Optional).

Instructor Reading:

Britton, Neil R. 1997. “Making Progress with Business Continuity Planning for Natural Disaster Management.” In Financial Risk Management for Natural Catastrophes, edited by Neil R. Britton and John Oliver. Proceedings of a 1997 conference sponsored by Aon Group, Australia Limited. Pages 235–264. (Copy included in 2 documents – paper and figures.)

Federal Emergency Management Agency. 1998. Project Impact – Building a Disaster Resistant Community. Washington, DC: Federal Emergency Management Agency. Pages 1–31. available at no cost by calling 1-800-227-4731.

Project Impact Web sites through http://www.fema.gov.


Objective 12.1  Complete objective 11.1 (Through small-group work, apply the risk-based decision model and risk management considerations to an assigned case study from FEMA publication 331 stressing natural crisis (disaster) risk management) by delivering a short (three to five minutes) oral presentation of your group’s work.

Requirements:

The individual group reporters should present a three-to-five-minute oral report on the results of their group’s work.

Complete the modified experiential learning cycle for this object through class discussion.

Remarks:

I. Presentations.
A. If considered necessary, state the rule that the students should show the reporters the same respect they expect when they are presenting to the class. 

B. Questions and discussion will follow each presentation.
II. Complete the modified experiential learning cycle for this objective through class discussion. Some questions to lead the discussion might include:

A. Where along the causal chain are the majority of risk management controls targeted? 

B. What are the common risk management strategies and controls employed by the various business organizations in the case studies?

C. Did any of the business organizations implement a unique risk management strategy or control?

D. Do the models presented in previous sessions help you understand the risk management function?

E. How did the group work go within your groups? Did you experience any problems getting started with new group members? 

Supplemental Considerations:

Question E., above, addresses the interaction within the small groups that should be discussed since the small groups have been reformulated. As with most newly formed groups, there are generally some start-up problems as the group members become comfortable with one another and start to focus on their common task. The intent is for the students to recognize these start-up problems and apply the lessons learned when they work in groups in the future.


Objective 12.2  Explain the necessity for a business to look beyond its purely internal concerns when considering a widespread disaster and to coordinate its crisis management and business continuity strategies, plans, and actions with the general community and the business community. 

Requirements:

Present the content by means of lecture and discussion as necessary. The FEMA publication Project Impact – Building a Disaster Resistant Community, can be used to guide the class discussions.

Remarks:
I. Case studies from Protecting Business Operations: Second Report on Costs and Benefits of Natural Hazard Mitigation, FEMA 331.

A. Most of the case studies focused on the internal concerns of the businesses.

B. Ask the students, As regards this internal focus, what were the exceptions found in the case studies. Several include:

1.
Bell South (page 9): “Community partner: Bell South Pioneer volunteers.”

2. Checkers (page 20): Providing food to the public and to military responders.

3. GE (page 37): “Helping employees and the local community.”

C. Ask the students, Although not directly contributing to business survival and profits in the short term, how did these outreach efforts benefit the businesses? Some responses include:

1. By supporting the businesses’ workforce and customer base.

2. By developing and building upon goodwill and reputation.
3. By facilitating the repair of damage external to the business that impacts the ability to conduct business as usual.

II. Project Impact.
A. The FEMA program Project Impact, which was initiated in 1997 with the establishment of 10 pilot disaster-resistant communities, recognizes the importance of and mutual benefits of integrating the business community with the overall community in all phases of emergency management (mitigation, preparedness, response, and recovery).

B. Chapter 1 of the FEMA publication Project Impact – Building a Disaster Resistant Community discusses partnerships as “the key to building a disaster resistant community.” The red section titles in the chapter provide excellent topics for discussing the role of businesses as partners and the mutual benefits of cooperation within and between the private and public sectors. 

Ask the students to expand on the content of the FEMA text in the following topics:

1. Why partnerships?
2. Likely partners.
3. Who should take the lead?
4. Who should be included?
5. Why should these people be included?
a.
The key point here, and a segue into the following material, is that “the business and labor sectors have a significant interest in the durability of the communities in which they operate. The community supplies their work place, their workforce, and their market. It also supplies the infrastructure systems such as roads, electricity and water on which commerce relies.” (FEMA page 8.)

6. Motivating Project Impact partners.
Supplemental Considerations:
The FEMA publication Project Impact – Building a Disaster Resistant Community can be used to guide the discussions. The primary emphasis is on chapter I; however the students should read the entire publication (31 pages) for a more complete description of Project Impact. The case study on page 14 (Des Moines, Iowa) will be covered in the next objective. 


12.3  Explain the problems that a business may face in a natural disaster context if it has focused its crisis management and business continuity strategies, plans, and actions on its internal mechanisms to the exclusion of external concerns such as interdependencies with the overall community, the business community, and the supporting infrastructure.

Requirements:

Present the content by means of lecture and discussion as necessary.

Overheads/student handouts are provided for use if desired.

Complete the modified experiential learning cycle for objectives 12.2 and 12.3 through class discussion. 

Remarks:

I. A contrary position to the partnerships and cooperation encouraged through Project Impact.

A. The Business and Industry Council for Emergency Planning and Preparedness (BICEPP) was established as a private sector, self-help association funded by annual sponsorship donations and later evolved into a nonprofit corporation. Its stated goal is “to provide a forum for information exchange to enhance emergency preparedness and contingency planning within the business community.”
 

B. The stated goal is obviously worthy, but the wisdom of the inward focus encouraged by the council is debatable. 

1. The BICEPP brochure states, “It has become increasingly clear that government’s primary responsibility is to restore basic public services before rendering assistance to the private sector. Direct aid to individual businesses was not on the priority list. As a result it was recommended that the private sector be self-sufficient for a minimum of three days.” (emphasis added).

2. The brochure goes on to state, “Now, more than ever before, business and industry must become more self-reliant” (emphasis added).

C. As explained in Project Impact and the following materials, business and industry should look outward to the overall community and the business community, share expertise and resources, and establish partnerships to maximize their ability to survive and prosper in the aftermath of disasters. Yes, the government does have a primary responsibility to restore public services, but businesses should not lose sight of the fact that they, also, benefit from public services. Through partnerships and mutual understanding, the public and private sectors will realize that they must cooperate and support one another for the overall benefit of both.

II.
Case studies and research findings extracted from the paper “Making Progress with Business Continuity Planning for Natural Disaster Management,” by Neil R. Britton. 

A. Background.
1. In this paper, Britton describes recent research and findings concerning external factors that affect business survival and continuity in the context of large-scale natural disasters. Through examining these factors, he provides a fuller explanation of why certain businesses become victims of disaster.

2. His premise is that “typical approaches center on internal organizational mechanisms such as encouraging senior management buy-in, developing emergency preparedness procedures, or staff training programs. However, in the context of natural disaster impact, a recent hazard shift within the research community reveals additional external factors that are at least as important with respect to business survival and continuity.” (Emphasis added).

a. By the term “hazard shift,” Britton is referring to changing threats and risks that tend to dominate collective thought at particular points in time. 

b. Starting in the 1970s, the hazard shift was away from natural disasters and toward technological hazards such as Three Mile Island, Bhopal, Chernobyl, and Exxon Valdez. More recently there has been a shift toward hazards linked to terrorist activities.
c. The subject of Britton’s paper is the current hazard shift towards the growing realization that certain external factors can have a major impact on the business survival of an economic enterprise. He examines the significance of the inter-dependencies between a business and other businesses, utility lifelines (electricity, water, gas, transportation, and communications), and the overall community infrastructure which becomes clear in the consequences of the failure of these external entities. 

B. The conventional business continuity approach as described by Britton.

1. Britton has examined journals that focus on current business crisis management (Emergency Preparedness Digest, Disaster Recovery Journal, Survive!, and Disaster Recovery World) and finds the supporting research to be generally limited in scope and supportive of a disaster survival strategy emphasizing pre-disaster preparedness actions in day-to-day operations, based upon internal configuration and functional specialties.

2. This interior-looking emphasis is manifest in the recommendations for business contingency and continuity planning presented in these journals. Generally, they do not include essential exterior-looking considerations which have been demonstrated through more extensive and comprehensive research by groups such as the Disaster Research Center (DRC), University of Delaware. 

3. Two such DRC studies (the effects of the 1993 Midwest floods on business operations in Des Moines, Iowa, and the impact of the 1994 Northridge earthquake on business losses in Los Angeles and Santa Monica, California) are provided as examples of the more extensive and comprehensive research that is needed to provide the complete business continuity picture. 

C. Midwest floods and Northridge earthquake disaster descriptions. 

1. The Midwest floods of 1993 resulted in 48 deaths and direct damage estimated at $20 billion. 42% of businesses surveyed (448 in total) reported having to close for some period of time. The case study on page 14 of Project Impact – Building a Disaster Resistant Community, provides a description of the flood’s impact on the Des Moines, Iowa, business community. 

2. The Northridge earthquake resulted in 57 deaths, 10,000 injuries, and damage losses estimated at $30 billion. 56% of the businesses surveyed (617 in total) reported having to close for some period of time.
D. The two DRC studies revealed specific impact patterns on the business communities.

1. Overheads 12-1 and 12-2 indicate the reasons cited for business interruption following the 1993 Midwest floods and the 1994 Northridge earthquake, respectively. They clearly illustrate the importance of external factors that can significantly interrupt business operations in a widespread disaster context. 

a. In the Des Moines, Iowa, flooding the seven top reasons (A–G) for business interruption were directly related to utility lifeline or community infrastructure failures (external factors). 

b. In Los Angeles and Santa Monica, the number one reason (A) for business interruption concerned direct facility damage (an internal factor) due to the widespread physical damage caused by the earthquake, but the next seven (B–H) relate to utility lifeline and infrastructure damage.

2. From these findings, Britton concludes:
a. Preparedness efforts at the individual business level are not capable of making a difference in significant utility lifeline and infrastrucure damage situations.

b. Approaches to business loss reduction stressing internally focused efforts such as raising awareness of hazard problems and voluntary implementation of preparedness measures are not working and probably never will work. They fail to address the coordination aspects central to the problem. 

c. The disruption caused by utility lifeline and infrastructure failures is not an individual business’s problem, but a collective problem, beyond the capability of any one business to address.

d. This collective problem should be addressed by a collective solution including the participation of utility lifeline providers, emergency management and community officials, and the business community. Project Impact encourages such collective solutions.

Supplemental Considerations:

The next session begins coverage of pre-crisis event planning. The material covered in this session is essential to the planning process.

� Business and industry Council for Emergency Planning and preparedness (BICEPP). 1998. “The BICEPP Story.” Part of promotional brochure.
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