October 20, 2008 Emergency Management Higher Education Program Report
(1)  Comparative Emergency Management – College Course Development Project: 
Communicated today with Damon Coppola, Senior Managing Associate, Hagerty Consulting, and with George Haddow, Principal, Bullock & Haddow LLC, concerning the scheduling of a date for a group conference call to “kick off” this newly contracted college course development project.  Damon Coppola will be the lead developer for this project.  George Haddow will serve as the moderator for the conference call.  

Normally this would be a one-to-two day meeting here at EMI, but this early in the fiscal year the EM Hi-Ed Program has not received a budget to spend against – necessary in order to be able to reimburse the travel expenses of out-of-the-area participants.  

We reviewed and approved a list of seven confirmed participants and one pending participant.  We put forward four additional participants and requested that communications take place to acquire participation.  We also agreed to the mid-November date proposed for the conference call.  The primary point is to communicate to conference call participants not on the development team, what this development project is about, seek to reach consensus on course vision, goal and objective, seek to “nail-down” an outline of course sessions, and to discuss resources, materials, contacts that might be helpful which the course developers might be unaware.  For additional information or communication, please contact Damon Coppola at:  dcoppola@gwu.edu 

(2)  Critical Infrastructure Protection: 
National Infrastructure Advisory Council.  Minutes, July 8, 2008 Business Meeting.  Washington, DC:  NIAC, October 17, 2008, 19 pages.  Accessed at:  http://www.dhs.gov/xlibrary/assets/niac/niac_meeting_minutes%202008-07-08.pdf 

Excerpt, closing remarks of Robert B. Stephan, Assistant Sec for Infrastructure Protection, DHS: 

The Assistant Secretary also mentioned IP is working with its Federal Emergency Management Agency (FEMA) colleagues to remove any seams as they relate to infrastructure protection or resiliency. He added he thought they had seen the positives coming out of the California wildfires as well as the flooding along the Mississippi River. 

DHS continues working towards implementing chemical security regulations. These regulations encompass many sectors beyond the traditional chemical production sectors. There are elements of the food and agriculture world, academia, oil and natural gas, as well as important parts or aspects of public health. He added DHS has just passed from the first phase of this effort, a top-down consequence analysis phase of 32,000 facilities, identifying chemicals of concern on a list of 322. This consequence analysis narrowed the risk down to 7,000 facilities dealing with certain potentially dangerous chemicals. 

He added DHS will move forward through a vulnerability assessment giving credit to those facilities who have really introduced irreversible, long-term security enhancements. All of this has two objectives: 

• Secure a CIKR sector within our economy and 

• Preserving the economic vitality of the sector. 

Some milestones as IP moves forward to the end of the current administration include updating the NIPP using participation from the SCCs and the SLTTGCC. 
(3)  Hazard/Disaster Insurance: 
Department of Homeland Security.  Hurricane Katrina:  Wind Versus Flood Issues (OIG-08-97).  Washington DC:  DHS Office of Inspector General, September 2008, 53 pages.  Accessed at:    http://www.dhs.gov/xoig/assets/mgmtrpts/OIG_08-97_Sep08.pdf 
  

(4)  Pandemic: 
CIDRAP.  “World Bank says flu pandemic could cost $3 trillion.”  CIDRAP News, Oct 17, 2008.  At:  http://www.cidrap.umn.edu/cidrap/content/influenza/biz-plan/news/oct1708economy.html 

“An internal report prepared by the World Bank estimates that a severe influenza pandemic could kill 71 million people and cause a recession costing more than $3 trillion…  The report says that in a severe pandemic, sagging tourism, transportation, retail sales, and productivity, coupled with worker absenteeism, could reduce global gross domestic product (GDP) by 4.8%... 

“The new report increases the economic impact estimates made by the World Bank in June 2006. At that time the bank estimated GDP would drop by 3.1%, or about $2 trillion… The story did not explain why the estimates have changed.  

“Bank officials estimate that a "mild" pandemic, similar to the Hong Kong flu of 1968-69, could kill 1.4 million people and reduce global GDP by 0.7% in the first year… 

“The projection for a "moderate" pandemic like that of the Asian flu in 1957-58 is that it could cause 14.2 million deaths and reduce global economic activity by 2%... 

“The bank report also notes that some experts have estimated a death toll ranging from 180 million to 250 million in a severe pandemic. 

“World Bank predicts that changes in individual behavior, such as avoiding air travel, restaurants, and mass transportation, could account for 60% of the costs during a pandemic, the story said. 

“In regard to economic impact, "People's efforts to avoid infection are five times more important than mortality and more than twice as important as illness,"… In the worst case, the authors estimate that air travel, tourism, restaurant business, and use of mass transit could drop 20% for the first year. 

“The World Bank's estimate of a 4.8% drop in GDP in a severe pandemic is slightly lower than some other estimates of the hit on the global and US economies. For example, researchers at Australian National University predicted that an "ultra" pandemic would slash global GDP by 5.5%. 

“In 2007, the health advocacy group Trust for America's Health estimated that US economic activity would shrink 5.5% in a 1918-like pandemic. And in 2005 the Congressional Budget Office projected that a pandemic would cut the US GDP by 5%....Bloomberg…citing a United Nations official, also said world leaders will be asked to contribute about $500 million for avian flu control and pandemic preparedness when they meet Oct 24 to 26 in Egypt for the Sixth International Ministerial Conference on Avian and Pandemic Influenza. 

“In other developments, [see below] the British insurance market Lloyd's released a report on the possible effects of a pandemic on the insurance industry. The report says a pandemic on the scale of 1918's could reduce economic activity by anywhere from 1% to 10%. 

"Economic impacts are likely to occur and a pandemic as severe as 1918 may lead to a global recession with reductions of between 1% and 10% of GDP," it states. "These may impact the general business environment." 
Lloyd’s.  Pandemic:  Potential Insurance Impacts (Lloyd’s Emergency Risks Team Report).  London UK:  Lloyd’s, October 16, 2008, 27 pages.  Accessed at:  http://www.lloyds.com/NR/rdonlyres/08B1357D-AD59-4C48-8064-599AF6F4F340/0/ER_Pandemic_InsuranceImpacts.pdf 

Executive Summary: 

1. A pandemic is inevitable. With historic recurrence rates of 30-50 years it is prudent to assume that a pandemic will occur at some point in the future. The severity of such events is highly variable; some estimates suggest the most severe to date, in 1918, killed up to 100m. Many pandemics affect the old and young; but some (including the 1918 

event) can, perversely, affect the most healthy. 

2. 1918 may not be a worst case.  It is certainly true that the 1918 event was extreme relative to other pandemics in history. However many published “worst case” scenarios take 1918 as a base. There is a danger that we over optimise to this one scenario. There are other forms of pandemic than influenza, some have higher case mortality. Pandemic preparedness should consider a range of scenarios to ensure plans are appropriately flexible. 

3. Economic impacts may be significant.  A repeat of the 1918 event is expected to cause a global recession with estimated impacts ranging from 1% to 10% of global GDP. Most industries will be affected, some more than others. In particular, industries with significant face to face contact will be impacted significantly. Insurers investment assets may be affected depending on the mix held. Wider economic and social effects may lead to secondary forms of loss for insurers. 

4. Many insurance losses are possible.  For some classes of business such as, life and health it is clear that the impact will be adverse. For other classes of business it is less clear but many forms of liability covers including general liability, D&O, Medical Malpractice as well as specific products offering business interruption and event cancellation could be triggered. Inner limits for Pandemic losses (vertical and sideways) may help to contain exposure. 

5. Secondary impacts may occur. Events causing significant global and societal turmoil can give rise to considerable secondary impacts. It is far from clear which of these, if any, would occur; but for resilience planning purposes it is worth considering them. For example the lawlessness experienced in New Orleans after Katrina could be repeated if police services are affected. Traditional claims such as fire loss may be exacerbated if fire emergency services have depleted efficiency and if tradesmen are in short supply. 

The 2006 World Bank report noted above can be accessed at: 

Burns, Andrew, et al.  Evaluating the Economic Consequences of Avian Influenza.  Prospects Group, World Bank Development Economics Directorate, October 6, 2006, 6 pages.  Accessed at:  http://siteresources.worldbank.org/INTTOPAVIFLU/Resources/EvaluatingAIeconomics.pdf 
(5)  Risk Management: 
Department of Homeland Security.  Remarks by Homeland Security Secretary Michael Chertoff at the University of Pennsylvania Wharton School on Risk Management.  Philadelphia, University of Pennsylvania, Wharton School, October 16, 2008.  Accessed at:  http://www.dhs.gov/xnews/speeches/sp_1224524493787.shtm 
Excerpts (many):  

“…I’m delighted to join you here at Wharton and particularly in conjunction with the discussion of risk management which lies at the core of what we try to do at the Department of Homeland Security…. 

I’ve taken the opportunity to look back and tried to devote a series of speeches covering some of the various elements of what we do at the department…. 

When we looked at preventing and reducing vulnerabilities, there comes in the end, of course, only the question of response and we know we can’t prevent all calamities and all manmade and natural acts. What we have to do is to try to figure out how we prepare for and how we respond to attacks and so in this speech, which is really the last in a series, I want to take the broadest look. I want to consider preparedness and response as well as prevention, but I’d like to put it in a larger context of managing risk which I think is the first objective I saw when I got sworn in almost four years ago and remains, I think, the fundamental social problem that we face in the 21st century…. 

With respect to hurricanes like Katrina, we’ve known for decades that hurricanes exist and can hit places like New Orleans and Mississippi and Texas and that there’s a particular challenge that occurs when you build in areas that are below sea level. That’s not something that comes as a big surprise and yet despite that fact, over the years that led up to 2005, it’s clear the government at all levels simply failed to invest in maintaining critical infrastructure, such as the levees, which led to the fact that a storm that was bad but certainly not in historical context enormous, a storm that was bad was sufficient to tip over a wall in a canal that protected part of the city and basically flood most of New Orleans like a great bath basin, bringing untold havoc on one of our great cities and its people. 

Now, each of these three cases, once the disaster occurred, we did then respond and responded in a very big way with a lot of money, with a lot of effort, and in many cases with more expense and investment after the fact than would have been necessary before the fact to prevent the event from occurring or to mitigate the damage and that to me is a sign of an inefficient system for managing risk. 

The problem is that responding to disasters after they occur is not risk management. That’s suffering the consequences of unmanaged risks. Managing risk is not about looking backward at something that’s already happening, although that can be useful in terms of what we do going forward, but managing risk is fundamentally looking ahead to the possibility of a disaster that is yet to happen and then to make cost-benefit driven plans to prevent disaster or to reduce our vulnerability to the disaster or mitigate the effects of the disaster that occurs and that’s really not a particularly startling definition of risk management and yet if you look at all of the events I’ve described – 9/11, Katrina and the financial crisis we are currently embroiled in – you will see that our society simply failed on a looking-forward basis to manage risk properly. 

I want to get even more specific about this because to me, the problem is not really that we have failed to anticipate the one-time risk. It is that we not only -- we don’t learn the lesson. Each time we fail to anticipate a risk that comes about, we then after the fact usually wind up punishing somebody in some way. We then invest a whole lot of money in reducing the risk for the next one and then with the passage of time as the risk becomes a matter of -- as the original event becomes a matter of memory, we begin to decide we’re spending too much money trying to avert the risk and we begin to degrade our preparation once again…. 

“…there are three areas where individual risk management seems to fail because there are imperfections in the way the free market operates. The first has to do with time horizon, the mismatch or misalignment between short-term benefits and long-term costs. Left to itself in the real world, maybe not in the world of fear but in the real world, the free market and people who operate in the free market tend to favor and focus on the short-term rather than the long-term when it comes to risk management and deciding how much risk they want to bear. Simply stated, the markets and individuals often favor the kinds of choices that produce short-term benefits immediately realized and immediately capitalized at the expense of potentially higher long-term costs, especially when those long-term costs are uncertain. This is what I call the musical chairs theory of risk management…. That is relying on luck as a way of risk management…. 

It is undeniably clear and proven over and over again that in a hurricane-prone coastal region where you’ve going to have flooding and storm surge, physically elevating homes is critical to minimizing or mitigating the risk of damage. The problem is that in the short run, the cost of elevating is high and the benefit may only be realized a decade, two decades, maybe even 50 years when the hurricane hits in exactly the right spot and a storm surge comes and flows into the area where you elevated your house. 

So for a lot of people, the decision to elevate a house is a trade-off between the immediate sacrifice of a high cost and the benefit that will only be realized, if it ever is, at some point in the future and, by the way, may well be realized after you sold the house to somebody else…. what we see again and again is that when we come with flood maps and we say it’s time to elevate the houses you’re going to rebuild, we start to see community pushback. The developers don’t want to do it, the mayors are concerned that people can’t afford it and they’re going to leave the community and go some place else, and enormous political pressure is put on the people who are doing the assessment. Do I change the assessment or waive the assessment so people can rebuild in the same area and then, of course, if they’re unlucky, we’re going to be back in the same place again…. 

So how do we deal with this? How do we recognize the fact that we have a systemic failure to manage risk properly? We have to have a political will, the government does, to enforce building codes and that means saying upfront if you’re going to build in this area, you’re going to have to put this kind of a foundation or this kind of measure into effect, and we have to back up those codes because the second problem we have in judging risk in terms of time horizon comes when we’re not forced to live with the consequences of bad risks. 

If we tell people to elevate and they don’t elevate and we say to them, well, now you’re not insured anymore, so therefore you’re on your own, we know and experience teaches us that there’s a high likelihood that there will be a lot of political pressure to reverse that and come up with some kind of aid package. This is what everybody calls moral hazard and it’s a very clear message to people that they can continue to ignore the warning because even if they don’t get the insurance which they’ve now been disqualified for because they didn’t elevate the house, they’re going to get rescued anyway. And that’s why I come back to the fact that this is the area where government involvement before the disaster is critical to make sure that people properly internalize the costs and benefits of their own risk management. And that means you’ve got to be stubborn about the building codes and when you go, for example, to a place like Sacramento, California, where you can see literally the water behind the levees on the river puddling in the front yards of the houses that the developers have built by the levee, so that it’s perfectly evident to the naked eye that you’re fighting with Mother Nature and sooner or later the levee’s going to go and you’re going to have flooding, when you go in there and you say we need to elevate those houses, we need to put tax money or bond money into strengthening the levees, the developers become outraged and the mayor condemns the authorities, the disaster authorities for daring to suggest you elevate the homes, and you’re inviting once again the same problem we’ve seen over and over again. 

So that’s the first prong. Our failure to align time horizons and that’s where government involvement before the fact is critical to making sure we deal with this imperfection in the market. 

The second is the problem that occurs when we may properly internalize our own costs and we simply don’t internalize the costs that we’re imposing on others. This is an old problem in economic activity that goes back hundreds of years. 

If you go back and read common law cases of one or two centuries ago, you’ll see that there were often situations where someone was dumping garbage or other kinds of waste into the river and it was floating downstream polluting somebody else’s fishing or somebody else’s property miles down the river. 

Now, from the standpoint of the polluting landowner, he’s internalized all of his costs and his benefits. He doesn’t have a cost because the river washes the waste away. He’s got the benefit of easy disposal of his garbage and the problem is the guy who’s got the cost doesn’t have the ability to affect the conduct. 

So what the courts did is they came up with the law of nuisance. The law of nuisance allowed the upstream landowner to force -- the downstream landowner to force the upstream landowner to desist from dumping. Well, that’s kind of the basic principle which I think applies, you know, to a broad range of circumstances, but it’s much more important in a world where we’re much more interdependent because increasingly the failure of business to internalize its own costs has collateral and cascading consequences for people in unrelated businesses and individual businesses may simply not realize it or simply not care about those cascading costs….. 

So I’ve talked about two areas where I think government plays a role, internalizing and aligning the time horizon and making sure you take responsibility for your external costs, not only your internal costs. 

The third area has to do with what I call validation, eliminating the transaction costs that are imposed by risk when we don’t really have confidence in what we are dealing with or what we’re seeing. 

The greatest benefit that we can bring to the free market is transparency. If we have confidence that we know who we’re dealing with and what we’re getting, so that we can make a risk-based judgment, then in fact commerce can occur and we can make good decisions about how we spend our resources, but that again requires government to step in and make sure that we have that transparency in much the same way that government makes sure that people don’t violate their contracts…. 

So all of these three areas, short-term costs, externalized costs and transaction costs, transparency, I believe that while the market plays an important role, it has to be a role that is regulated in a way that allows us to make sure we are really aligning the consequences of our decisions, the good and the bad, with the decision-making process. 

The case in these instances is for intelligent, strong, and not overly-coercive regulation. We don’t want to move to the extreme of a smothering initiative, but we also want to make sure initiative is rewarded because it can be properly used to manage and allocate resources…. 

So from homeland security to economic security, I’m confident in the coming years that we can and I’m confident that we must improve our management of risk with a judicious partnership between government as a regulator in a disciplined and focused way and a public that is willing to embrace that regulation as enabling it to proceed with its free market prerogative to make decisions in an intelligent and informed fashion. 

(6)  This Day in Disaster History, October 20, 1944: Liquid Gas-Tank Explosion, Cleveland 
“On October 20, 1944, a natural gas storage tank at the East Ohio Gas Co. plant in Cleveland, Ohio, exploded. The plant was located north of St. Clair Avenue near East 61st and East 62nd Streets. Although investigators never discovered a cause for the explosion, witnesses stated that a leak in one of the tanks occurred. Some spark must have then ignited the gas, although, with World War II currently raging, some residents initially suspected a German saboteur. This was one of the worst disasters in Cleveland's history, with 131 people killed. Twenty-one of the victims were never identified. 
“The explosion occurred at 2:40 PM on a Friday afternoon. The death toll may have been even higher if schools were not still in session, keeping many children away from the heart of the explosion. Numerous homes and businesses were entirely destroyed over several city blocks. To store more natural gas in the tanks, the East Ohio Gas Co. had liquefied the gas. The liquid gas seeped into the city's sewer system, causing manhole covers to explode into the air and creating a fireball underground that ignited numerous homes and businesses. The fireball supposedly was more than three thousand degrees Fahrenheit in temperature. Soon other storage tanks at the East Ohio Gas Co. exploded. Cleveland residents could see the resulting fireballs from at least seven miles away and the smoke from an even greater distance. As the tanks ignited, windows broke more than one mile away, and the bells of St. Vitus Church began to ring. 

“Almost one-half of the victims, including the unidentified ones, were buried in Highland Park Cemetery in Cleveland. For the people who survived, most lost everything. The flames destroyed several blocks of homes. Many of these people also had withdrawn their savings from banks during the Great Depression, as numerous banks had failed. The flames destroyed these people's life savings. As a result of the explosions, the East Ohio Gas Co. began to store its natural gas underground. The company also helped rebuild the community by paying more than three million dollars to neighborhood residents and an additional one-half million dollars to the families of the fifty-five company workers who lost their lives. 
“The East Ohio Gas Co. continues to operate in the neighborhood, but it is now known as Dominion East Ohio. It operates the largest underground storage facility for natural gas in North America, with much of the gas stored near Canton, Ohio.”  (Ohio Historical Society.  Ohio History Central:  An Online Encyclopedia of Ohio History, “East Ohio Gas Company Explosion.”  Accessed at:  http://www.ohiohistorycentral.org/entry.php?rec=1605 ) 
“It took all of the city’s firefighters to bring the resulting industrial fire under control…. The circular tank had a diameter of 57 feet and could hold 90 million cubic feet of the highly flammable gas…. The resulting out-of-control fire necessitated the evacuation of 10,000 people from the surrounding area…. It…took nearly an entire day to bring the fire under control. When the flames went out, rescue workers found that 130 people had been killed by the blast and nearly half of the bodies were so badly burned that they could not be identified. Two hundred and fifteen people were injured and required hospitalization. 

“The explosion had destroyed two entire factories, 79 homes in the surrounding area and more than 200 vehicles. The total bill for damages exceeded $10 million. The cause of the blast had to do with the contraction of the metal tanks: The gas was stored at temperatures below negative 250 degrees and the resulting contraction of the metal had caused a steel plate to rupture. 

“Newer and safer techniques for storing gas and building tanks were developed in the wake of this disaster.”  (History.com. This Day in History (Disaster), October 20, 1944) 

Note 1:  PA Bureau Mine Safety notes the death toll at 130 in:  Pennsylvania Bureau of Mine Safety.  World’s Worst Fires and Explosions.  Harrisburg, PA:  BMS, Department of Environmental Protection.  Accessed October 12, 2008 at:  http://www.depweb.state.pa.us/deepminesafety/cwp/view.asp?a=1249&q=486461 

Note 2:  This ranks as the 252nd worst U.S. disaster in terms of fatalities, according to the listings we collect. 

(7)  Unanswered Email Backlog:  856 
(8)  EM Hi-Ed Report Distribution:  13,883 Subscribers 
The End 
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