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Introduction

Researchers and decision-makers in the disaster field are evenly split on the definition of resilience.
One group utilizes the concept to refer to any action taken to reduce disaster losses. This group, with
a large representation by engineers, focuses primarily on mitigation with an eye to reducing the
frequency and magnitude of disasters and strengthening property to prevent damage (see, e.g.,
Bruneau et al., 2003). The broader definition has also been adopted and applied more evenly by
major panels assessing resilience research and practice, such as the National Research Council, which
defines resilience as: “The ability to prepare and plan for, absorb, recover from, or more successfully
adapt to actual or potential adverse events” (NRC, 2012; p. 16).

Another group, with a large representation by social scientists, focuses primarily on actions
implemented after the disaster strikes (Tierney, 2007; Rose, 2007; Cutter, 2016). This group takes the
meaning of resilience more literally, referring to its Greek language root, whose definition is “to
rebound.” They also acknowledge that resilience is a process, whereby steps can be taken before the
disaster to build resilience capacity, but resilient actions do not take place until afterward. Examples
would include emergency drills, purchase of back-up electricity generators, and lining up alternative
suppliers of critical inputs. Here the focus is not on property damage, which has already taken place,
but rather the reduction in the loss of the flow of goods and services emanating from property, or
capital stock. The former is often measured in terms of gross domestic product (GDP) and
employment, and is typically referred to as business interruption, or Bl (Tierney, 1997). Bl just begins
at the point when the disaster strikes, but continues until the system has recovered or reached a
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“new normal”, which is typically coming to be considered a sustainable level of activity. Measuring Bl
is thus much more complicated, because it involves matters of the duration and time-path of
recovery, both of which are strongly affected by the behavioral responses of public and private

decision-makers (Rose, 2004).

This chapter focuses on the measurement of economic resilience. Economic resilience is more
focused than community resilience (e.g., Norris et al., 2008), but on par with resilience in other
disciplines (e.g., organizational behavior, planning, engineering, ecology), with which it shares more
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commonalities than differences (Rose, 2007). It is closely related to the literature on business
continuity (Sheffi, 2005; Herbane, 2010), as both foci on the continued functioning of individual firms
and their recovery from disaster. The latter has a strong focus on cyber/information technology
considerations, and on that score is far ahead of the literature on economic resilience, with a few
exceptions (see, e.g., Rose, 2015).

Defining Economic Resilience

There are many definitions of resilience, but Rose (2007) and others have found more commonalities
than differences. We offer the following general definitions of resilience, which capture the essence
of the concept, and then follow them up with definitions that capture the essence of economic
considerations. Following Rose (2004, 2007), and paralleling two seminal approaches to resilience in
the literature on ecology, we distinguish two major categories of resilience:

In general, Static Resilience refers to the ability of the system to maintain a high level of functioning
when shocked (Holling, 1973). Static Economic Resilience is the efficient use of remaining resources
at a given point in time. It refers to the core economic concept of coping with resource scarcity,
which is exacerbated under disaster conditions.

In general, Dynamic Resilience refers to the ability and speed of the system to recover (Pimm, 1984).
Dynamic Economic Resilience is the efficient use of resources over time for investment in repair and
reconstruction. Investment is a time-related phenomenon—the act of setting aside resources that
could potentially be used for current consumption in order to re-establish productivity in the future.
Static Economic Resilience does not completely restore damaged capacity and is therefore not likely
to lead to complete recovery.

Note that economic resilience can take place at three levels of analysis:

e Microeconomic (operation of individual businesses, households, government agencies, e.g.,
conservation of or substitution for critical inputs, use of inventories or excess capacity,
relocation, production rescheduling)

e Mesoeconomic (operation of industries and markets, e.g., the resource allocating mechanism
of the price system)

e Macroeconomic (operation of the economy, e.g., supply-chain adjustments, importation of
critical inputs, fiscal and monetary policy)

A key asset in analyzing economic resilience is that it can be done in the context of well-established
theory relating to the behavior of producers/consumers/government agencies, markets, and entire
economies. Formal derivations of resilience relationships have demonstrated their usefulness (see,
e.g., Rose and Liao, 2005).

Another important delineation in economic resilience, and resilience in general, is the distinction
between inherent and adaptive resilience (Tierney, 2007; Cutter, 2016). Inherent resilience refers to
resilience capacity already built into the system, such as the ability to utilize more than one fuel in an
electricity generating unit, the workings of the market system in offering price signals to identify
scarcity and value, and established government policy levers. Adaptive resilience is exemplified by
undertaking conservation that was not previously thought possible, changing technology, devising



market mechanisms where they might not previously exist (e.g., reliability premiums for electricity or
water delivery), or devising new government post-disaster assistance programs. It is important to
realize that a good amount of resilience is already embodied in the economy at various levels, and
that policies should be designed to capitalize rather than obstruct or duplicate this capacity. At the
same time, policy should also be geared to rewarding both types of resilience.

An Operational Metric and Initial Measurement

The next step is to translate these definitions into something we can measure. For static resilience,
this can be done in terms of the amount of Bl prevented by the implementation of a given resilience
tactic or set of tactics comprising a resilience strategy. For dynamic resilience, the metric would be
the reduction in recovery time in addition to the reduction in BI, though obviously the former
influences the latter. In both cases one needs a reference point or baseline to perform the
measurement. For static resilience this would be the maximum potential Bl loss in the absence of the
resilience tactic, while for dynamic resilience it would be the duration and time-path of economic
activity in the absence of resilience in relation to investment in repair and reconstruction.

Several studies have measured resilience using this and related metrics. Rose et al. (2009) found that
potential Bl losses were reduced by 72% by the rapid relocation of businesses following the
September 11, 2001 terrorist attacks on the World Trade Center. Rose and Wei (2013) found that a
reduction in potential Bl from a nine-month closure of a major US seaport could be as high as 66%
from the implementation of several types of resilience, most notably ship rerouting, use of
inventories, and production rescheduling. Xie et al. (2016) estimated that Bl losses could have been
reduced by 30% and recovery time by one year with an increase in investment funds and
acceleration of their timing in the aftermath of the Wenchuan earthquake in China.

Other studies have found the extensive potential of economic resilience. Kajitani and Tatano (2009)
found extensive resilience possibilities among Japanese manufacturing firms in response to utility
lifelines disruptions caused by disasters. Other specialized studies have developed methodologies for
examining the potential of specific resilience strategies, such as the use of inventories (Barker and
Santos, 2008). Moreover, resilience capabilities have been built into major hazard loss estimation
models and software such as the HAZUS Direct Economic Loss Module and Indirect Economic Loss
Module (2016) and the Economic Consequence Analysis Tool (E-CAT) (Rose et al., 2016).

Future Research in Resilience Measurement

In addition, measures of resilience effectiveness can serve as weights in compiling a resilience index,
used as part of formal decision-making tools (Larkin et al., 2105). Today, practically every such index,
economic or otherwise, has assumed equal weight across individual indicator components. Another
advantage of the approach discussed above is that resilience is aligned with actionable variables,
which are most applicable to economic recovery (Rose and Krausmann, 2013). Many resilience
indices still conceive of resilience as the flip side of vulnerability, and are heavily dominated by
background variables (e.g., unemployment rates, literacy rates, percent minorities) that cannot be
changed in the short run.



For risk management purposes, it is important to know not only the effectiveness of resilience tactics
but also their costs. Work is only beginning in this area, but we have some general indications of the
values of this metric. For example, conservation typically means producing a given amount with
fewer inputs, and thus can be cost-saving. Substitution of critical inputs can often be accomplished at
a minimal cost, as can importing these goods from other countries or regions. The cost of inventories
is not the value of the goods and services, but simply their carrying cost. At higher levels of analysis,
the workings of the price system offers costless signals as to the value of factors of production that
can assist resource reallocation decisions. At the same time, resilience tactics have the advantage
over mitigation, because they need only be applied if the disaster has actually struck, while
mitigation requires advance expenditures for a disaster that may never materialize. On the other
hand, most mitigation tactics, once put in place, can protect against many types of disasters over a
number of years, while most resilience tactics are a one-shot expenditure and benefit.

The combination of effectiveness and cost measures can be transformed into cost-effectiveness
metrics that can be used to identify the greatest return on investment expenditures. If effectiveness
can be translated into dollar terms, rather than just percentage reductions, one can then obtain an
estimate of benefits for a more comprehensive benefit-cost analysis to allocate resources across a
range resilience tactics and threats (Rose, 2016).

Research is currently under way to measure both static and dynamic economic resilience through
surveys of businesses. This research emanates from the economic theory foundations mentioned
above and the crafting and administering of surveys in the aftermath of SuperStorm Sandy, which
affected the New York City Metropolitan region in 2011.2

2This research is being carried out by the author, Noah Dormady, Kathleen Tierney, Liesel Ritchie and
Charles Huyck, and is being sponsored by the US National Science Foundation and by the US
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