
	
	
 
 
 
This corrects a critical typo that occurs between pages 34 and 37 in Storr, Virgil 
Henry, Stefanie Haeffele-Balch, and Laura E. Grube. 2015. Community Revival 
in the Wake of Disaster: Lessons in Local Entrepreneurship. New York, NY: 
Palgrave Macmillan. 
   



34  COMMUNITY REVIVAL IN THE WAKE OF DISASTER  
 
not an entrepreneur’s motivation that matters, but that she is alert to oppor-
tunities that promote social change.  

If entrepreneurs can be thought of as heroic in mundane times, they can 
certainly be viewed as heroic figures following a disaster when the possibility 
of failure is likely to be more glaring, the adversity they must overcome to 
succeed is likely to be more extreme, and the level of uncertainty they must 
confront is likely to be more pronounced. Courageous entrepreneurs can         
spur post-disaster community recovery.  

 
Community Rebound after Disaster Is 

a Collective Action Problem 
 
Disasters present a significant challenge for displaced individuals. The deci- 
sion to return and rebuild a damaged or destroyed home is a costly one, and    
the benefits of rebuilding are necessarily uncertain. Whether returning and 
rebuilding makes sense depends on a number of factors, including whether      
the goods and services that disaster victims need to rebuild are available and 
whether others in their disrupted social networks will also return and rebuild. 
In such a scenario, the rational move for any displaced individual may be to 
wait and see what others are going to do. The costs associated with being          
the first mover are arguably prohibitive. Since every displaced resident faces    
a similar calculus, community recovery (i.e., the return and recovery of dis- 
placed residents) after a disaster is a very real challenge.  

Modeling this scenario is straightforward.2 It can be modeled as a               
two-player single-shot game under conditions of imperfect information. 
Consider a community comprised of two families (Players A and B) whose 
homes were destroyed by a disaster and were subsequently displaced to dif- 
ferent locations. Or view these players as representative disaster victims or        
as groups of disaster victims who have been displaced to different locales.      
The key feature is that communication between the players is difficult, and 
potentially impossible, so they cannot form reasonable expectations about       
the other’s decision-making. The likely increased levels of regime and infor- 
mation uncertainty after a disaster further complicate a player’s ability to    
guess the other’s likely behavior.3  

Players A and B both must decide whether to return and rebuild their old 
homes or establish new lives in a different community. Both players, however, 
have imperfect information about the other’s intentions. The cost of return-     
ing and rebuilding is c.4 This represents any cost of returning and rebuilding 
above and beyond the cost associated with remaining in exile, since players 
would also incur some cost when continuing to stay in the place where they 
were exiled.  
If both players decide to return, then they each earn a benefit of α.5  The              
net benefit each would receive from returning is, thus, α – c. Any player that 
does not return earns a payoff of β. If either player decides to return but is the 
sole returnee, that player earns a benefit of δ, where α > δ. See figure 3.1 for   
a representation of this game in extensive form. It is important to note that it 
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is the perceived costs and benefits that matter; it is what people believe them   
to be, not what they actually are, that guides their decision-making.  

If the costs associated with returning are prohibitively high or if players 
would not prefer to return even if they could re-create the community that      
they had before the disaster, so that β > (α – c), then remaining in the new  
locale would be the dominant strategy for both players, and neither players 
returning would be the socially optimal outcome. When this condition holds    
(β > (α – c)), disasters that displace residents will result in socially desirable 
depopulation.  

We might alternately assume that both players would want to re-create the 
community that they had before the disaster if they could do so, such that           
(α – c) > β. If β < (α – c) and β > (δ – c), both players returning to rebuild 
would be the socially optimal outcome, since by assumption (α – c) > β >           
(δ – c) and 2(α – c) > 2β > (δ – c) + β. Given that both players have imperfect 
information about what the other player is likely to do, however, the strategy 
that dominates will depend on whether the expected net value of returning is 
greater or less than the payoff from remaining in the new locale. This poses a 
serious challenge for individuals in communities affected by disasters. Players 
do not have ready access to the decisions, circumstances, or intentions of  
others, because connecting with others who are also displaced is extremely 
costly, if not impossible. This challenge is even more severe the larger the 
number of families in the community that were displaced by the disaster          
and the more widespread the evacuation destinations. As such, most families 
form expectations about what other displaced residents will do based on (at 
best) incomplete information. This is true of the two-player game depicted         
in figure 3.1.  

Assuming that the expected net value of remaining in the new locale               
is greater than the expected net value of returning under conditions of 

 
 

 
 
 
Figure 3.1 Return game with imperfect information.  
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persistent uncertainty, remaining in the new locale will be the dominant  
strategy. That is, assuming β > (α – c) Pr + (δ – c) (1 – Pr), where Pr is the 
player’s judgment as to the probability (i.e., the perceived probability) that        
the other player will return, the dominant strategy will be to not return.   
Although not returning is the dominant strategy, where 2(α – c) > 2β, it is 
socially suboptimal.  

In this scenario, there are several things that would change the nature of       
the game or alter the payoffs such that community rebound is socially opti-      
mal and likely to occur (i.e., returning and rebuilding becomes the dominant 
strategy). For instance:  

 
●  One of the players could locate the other players, encourage them to return, 

and convince them to credibly commit to returning once they decide to do        
so (i.e., increasing Pr).   

●   A third party could increase the benefits associated with returning by offer- 
ing to provide public, club, or private goods and services to the players once 
they return (i.e., adding θ, where θ is a newly offered good or service).   

●   A third party could lower the cost associated with returning by offering              
to assist by subsidizing the rebuilding process or offering a lower priced 
alternative to needed goods and services (i.e., adding γ, where γ is a newly 
offered subsidy or the savings associated with the availability of the lower- 
priced good or service).  

●	  A third party could connect displaced residents with one another and 
encourage, coordinate, or compel the players to return (i.e., increasing Pr).  

 
This list is clearly not exhaustive. But, taken together, the items on this         

list suggest that it is possible for the players themselves or a third party to   
change the game depicted in figure 3.1 into the game depicted in figure 3.2.    

 
 

 
 
Figure 3.2 Transformed return game.  
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When (α + θ – c + γ) Pr + (δ + θ – c + γ) (1 – Pr) > β, returning and rebuild-      
ing is the dominant strategy, and community rebound is the socially optimal 
outcome.6  

 

Disaster Victims Do Expect Governments to Help Them 
 

Disaster victims and affected communities often look to the government to 
assist them with returning and rebuilding after a disaster.7 Specifically, after a 
disaster, governments can provide financial assistance to displaced residents 
and businesses, as well as restore and replace damaged or disrupted publicly 
provided goods and services. However, governments can also retard recovery 
by implementing plans or adopting rules that lower the expected benefits or 
raise the expected costs associated with rebuilding and returning or reduce       
the expected likelihood that others would return.  

There is a considerable literature on the important role the govern-            
ment plays in post-disaster recovery, both at the federal and local levels. For 
instance, Pipa (2006) argues that a high-level coordinating body (namely,            
a federal government agency) is needed to manage the activities of differ-        
ent actors, including nonprofits, after a disaster. Similarly, Cigler (2009:        
765) concludes that “the 9/11 and Katrina tragedies highlighted the impor-  
tance of a strong FEMA [Federal Emergency Management Agency].”8 

Schneider (2008) and Thaler and Sunstein (2008) also conclude that a 
centralized response is necessary to deal with major disasters. According to 
Thaler and Sunstein (2008: 13), “As the experience with Hurricane Katrina 
showed, government is often required to act, for it is the only means by        
which the necessary resources can be mustered, organized, and deployed.” 
Additionally, Coppola (2015: 476) notes, “the crucial point, often over-   
looked, is that disaster risk management is a full-time, multi-dimensional 
responsibility that should be exercised throughout a government and evi-       
dent across a society.” Likewise, both Tierney (2007) and Springer (2009, 
2011) call for governments to adopt an integrated emergency management 
system and preparedness framework, improved communication strategies,     
and strengthened oversight. As Springer (2009: 1) argues, “Improving disas-  
ter response capabilities within [the United States]...requires better coor- 
dination not only within the Department of Homeland Security, but also     
across the federal government as well as with state and local governments and 
the private and non-profit sectors.” Consistent with Springer’s recommen- 
dations, Fakhruddin and Chivakidakarn (2014: 160), when discussing the      
role for government in disaster management, argue that “not only technical 
capacity for early warning, therefore, but also institutional capacity in policy 
planning and disaster management are essential if national disaster response 
strategies can be assessed as being effective.”  

The argument that a centralized authority is necessary to prepare for and 
respond to disasters is often tied to the notion of moral hazard. While it                 
is in everyone’s interest to prepare for and seek insurance against potential 
disasters, doing so is costly. Some residents will shirk, hoping that others will  


