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Introduction
Most of the literature on the impact of disruptions and disasters on businesses centers on the preparation and mitigation stages necessary to protect from, and minimize risk to the business.  Business trade literature and popular business magazines have a heavy emphasis on protecting computer data, and a secondary emphasis on transferring risk by purchasing insurance coverage of various types.  
Disaster researchers have primarily focused on the preparation and mitigation stages as well.  Much of the work reported in the literature indicates that few businesses actually prepare at all for disasters, and those who do are inadequately prepared.  However, it is not clear that preparation and mitigation strategies are sufficient to ensure recovery.  One of the weaknesses of much of the pre-disaster preparation literature is that little attention has been given to the definition and measurement of recovery and what is necessary to achieve it.
Let us begin by borrowing a few key definitions from the online encyclopedia, Wikipedia.
“Sustainability. The ability of a system to maintain itself with no loss of function for extended periods of time. In human terms it is the creative and responsible stewardship of resources — human, management, natural, and financial — to generate stakeholder value while contributing to the well-being of current and future generations of all beings.” (Wikipedia).

“Disruption generally refers to the normal workings of something being interrupted.” (Wikipedia).  When disruption occurs, the ability of a system to maintain itself with no loss of function over time is threatened.

“Homeostasis is the property of an open system, especially living organisms, to regulate its internal environment to maintain a stable, constant condition, by means of multiple dynamic equilibrium adjustments, controlled by interrelated regulation mechanisms.”  (Wikipedia)  

Recovery can be viewed as the process of making multiple dynamic equilibrium adjustments over time in the interest of reaching homeostasis.  Recovery begins after a disruption threatens homeostasis and perhaps, even sustainability.  Recovery is not an event, but a process that extends over time and has phases.  Recovery is also not a “straight line” from point A (disruption) to point B (homeostasis).  The process may not be fully progressive, but may also include periods of regression.  The end result of recovery may be demise in some cases.
A good example of the recovery process might be borrowed from human disease. Cancer, e.g. is a disruption of the normal functions of the body.  The sharing of the diagnosis can also disrupt normal emotional functioning of the person who has cancer, adding to the threat posed by the illness and perhaps even impeding decision making about treatment choices.  Imperfect information and unknowns also serve to increase the disruption level and to impede return to full sustainability.  Nevertheless, decisions are made, treatments are applied, and the physical and emotional functioning of the individual changes over time.  The disease may diminish and ultimately be cured (movement toward sustainability) or it may progress (direction toward demise), or some state of homeostasis in between full recovery and complete demise.  In either case, the individual system that was disrupted does not return to its original state, but is changed by the cause and experience of disruption.

Dash, Morrow, Mainster & Cunningham (2007) studied impacts of disasters over time in a single community, and their results clearly demonstrate that recovery is a process that takes place over a long period of time, and that a return to “the way things were” may not occur.  Their study of South Miami Heights, FL demonstrates significant changes in the community, not only in terms of physical property and individual and family emotional and financial welfare, but in the business economy, local services, even the ethnic makeup of the community.  Based on their study, one can propose that a disaster greatly changes the level at which a family or community can be sustained and that compromises and sacrifices will be made during the process of recovery.
Recovery phases.  (VERY ROUGH)
As a process, recovery can be divided into separate phases for purposes of analysis and study.  Some key phases may include:
* initial diagnosis of “the problem, disease, threat, situation”
* decision making about strategies to recovery

* adjustments:  application of strategies as they are feasible (not all will be equally feasible, some may be prerequisites to others)
* results


partial recovery, set-backs



repeat the loop beginning with diagnosis.

recovery or demise
It is important to note that there may be periods of time when no progress is made toward recovery and setbacks are likely to occur during the process.
Scope and intensity of disaster. Bolin and Trainer (1978) propose that the scope and intensity of the disaster as well as its speed of onset affects recovery, the greater the scope and intensity and the more sudden the onset, the more difficult the recovery.  By extension, the more catastrophic the disaster, the less likely the recovery.

Linkages.  Bolin and Trainer (1978) suggest that disaster agents impact social systems by changing the nature of linkages between families, neighbors, communities, agencies and so forth, at least temporarily. Bolin and Trainer (1978) demonstrated through analysis of two communities in the post-disaster phase that linkages with kin groups and community agencies were especially important to the recovery of victim families.  As with families, the linkages a business has with suppliers and customers, the age of the business,and its financial situation, probably also affect recovery.  
Recovery from disaster.  Very little is known about business recovery from disruptions other than basic demographics that indicate what percent of businesses survive.  Virtually no studies have been done with business owners whose businesses did not survive, so results are based on the experience of survivors who “made it”, or “made it” temporarily and then failed.  

A study reported by Webb, Tierney and Dahlhamer (2000) reported factors that affected the ability of businesses to survive major disaster events.  Their series of cross-sectional studies of nearly 5,000 businesses included earthquake, flood and hurricane damaged areas.  Results indicated that most businesses do recover, even those especially hard hit.  However, their definition of recovery was “returning to or exceeding pre-disaster [revenue]levels”, and the study was not longitudinal.  Given their definition, 1/5 to 1/3 of the businesses had not achieved the same or better level even as much as six years after the disaster.  In the terms defined by the authors, 1/5 to 1/3 did not recover to that level in that time period, so they either failed, only partially recovered, or experienced more set-backs.  These figures do not include those businesses the authors did not interview because they had already failed and their owners could not be located.  Webb, et al. noted that differential patterns of gain or loss were related to the nature of the business (construction firms typically gained), size of business (smaller firms were significantly more likely to report being worse off) and poor financial condition (cash flow issues or low capitalization) prior to the event. Prior disaster experience was not a predictor of recovery, however it was related to the likelihood of seeking post-disaster aid.  Most businesses had done relatively little to prepare, and the preparations did not address the real recovery-related problems that the businesses had faced.  
There are few long term studies of recovery from disaster.  Those that have been published do not normally agree on the meaning of “long term recovery”.  According to Dash, Hearn, Mainster and Cunningham (2007), studies of community and household recovery define long term recovery as anywhere from 18 months (Bolin, 1982) to five years (Bolin, 1993).  The only truly longitudinal household study was that of Dash, et al. (2007) who returned to interview Hurricane Andrew impacted households 10 years after initial interviews and found many examples of non-recovery.
Measures of recovery.  In most cases, the measures of recovery of a business are:

OR

* that it had returned to the same financial level or better than its pre-event financial condition
* that it had resumed operation after the disaster and  was still operating at some point in time after the disaster event (varying from one to six years) and was likely to succeed.

* owner perceptions or report that business had recovered
* business had clearly failed (bankruptcy or closure)

* that business is likely to fail even though it is still operating.

Webb, Tierney & Dahlhammer.(2002) report a study of businesses in two communities in California and Florida) who were contacted from six to eight years as the recovery time period.   (online version ).  Using the entire population of businesses in the study area, they sent mail surveys and then eliminated any businesses that were not operating at the time of the survey period, or had not been in the survey area at the time of the disaster.  This is a one time survey several years after the event. They do not offer insight into businesses that did not recover, since those businesses were not contacted.  Webb et al., (2002) examined variables such as industry sector, age and financial condition of the business, owner perception of the economy, primary market (local, regional, national, international in scope), physical damage, and operational problems experienced post-disaster.  The authors noted that it is important to consider both immediate impacts as well as subsequent problems that may crop up later.  
The measure of recovery used by Webb et al., (2000, and 2002) was based on whether the financial condition of the business at the time of the survey was better, the same, or worse than it had been at the time of the disaster event, six or eight years prior.  The authors do not directly state whether they asked for owner perceptions of financial condition, or whether they asked for dollar figures before and after and then compared them.  It is likely that the assessment was based on owner perception since the authors do note that their measure of recovery does not take into account what the firm could have earned had it not been disrupted.  
The other long-term study of business recovery was reported by Alesch, Holly, Mittler & Nagy (2001).  This qualitative study included 106 businesses in seven states that were impacted by earthquakes, floods, fires, a hurricane and a tornado. The data were collected using unstructured, face to face interviews. The earthquake area businesses were revisited annually over a period of four years, thus providing a longitudinal anecdotal perspective. 
Alesch, et al. (2001) defined recovery as follows.  [parentheses mine]
“We defined three states in which firms we interviewed could be classified, failed, uncertain, and recovered. Failed businesses were those that were formally bankrupted [financial], had closed without hope of reopening [demised], or were still open but had no prospect of recovery [operating]. These firms were given a score of -1. Organizations whose future was still in doubt, months and perhaps years after the event, were said to be “hanging on.” These organizations could go either way. The jury is still out concerning their ultimate viability and, to the extent we could tell, their current status could be attributed directly to the event; they had been doing well before the event. We coded them as “0.”  The third category was defined as a recovered organization [same or better level than pre-disaster]. These organizations were coded with a 1. The category includes organizations whose business was at least as good as it was before the event. It also includes organizations whose business is not up to pre-event levels, but with excellent prospects for continued viability in the post-event environment. Also included are organizations that are new and doing well; organizations that grew out of pre-event organizations or from entrepreneurs who took substantial losses from the event.” (p. 37)

The researchers concluded that the single most important variable predicting recovery of the business was not preparation, but whether the owner or operator recognized and adapted to the post-event situation. To survive, owners needed to read and respond to a new environment with a variety of strategies.  Those who assumed that things would go back to pre-event conditions continued to work as they did before, and did not adjust.  These were the businesses that met demise. Of the 106 businesses included in the study, 64 recovered, 13 failed, and the fate of 29 could not be determined. It is highly likely the 29 businesses did not survive since they could not be located, but they were not included in the study.

Consistent with systems theory, small businesses and their employees and families, as well as their communities find themselves making major changes in the aftermath of a major disruption.  
Changes in families, businesses and communities all have mutual impacts. It is impossible to study one without considering the actions of the others. It is clear that a study is needed that includes not only pre-event, but also post-event actions of the business owners in the context of community and family impacts and decisions.  It is important to consider what has happened to the families of the owners and key employees, and the nature and degree of damage (intensity of event) to the business, and to the community itself.  
It is clear that recovery from disaster means focusing on a return to equilibrium, but that equilibrium may not be the same as it was pre-event, and the equilibrium may be disrupted more than once.  Therefore, recovery should probably not be measured solely  as a return to pre-event levels. 

 It is important to track recovery efforts over time to adequately understand the determinants and nature of business recovery as time goes on and to better understand the process of recovery.  It is difficult to fully understand the process without a longitudinal study following businesses over time.

Measures of disaster impact have been addressed in prior studies of business recovery, particularly the extent to which an individual business has suffered damage.  Webb et al (2002) asked about disruptiveness of physical damage (5 point scale of owner perceptions ranging from no damage to very disruptive), length of closure (objective assessment ranging from did not close, to 22 days or more) and disruption of operations (perceptions rated on a scale from 0 to 8).  These impact measures have been correlated to factors affecting recovery.  Disruption of operations, duration of closure, and sometimes physical damage were predictors of recovery.  While the variables are useful constructs, the results are compromised by the lack of unrecovered businesses in the study, and by inclusion of the entire population of businesses in the area, whether they experienced disruption or not.

Summary.  Disaster recovery has not been adequately assessed.  Studies are generally based on small numbers of businesses, are not longitudinal, and are sometimes anecdotal rather than quantitative.  Past studies have focused on the present status of a business and have not tracked the business over time to learn how that status changes (straight line or not).

The following questions remain largely unanswered.  What are the factors that contribute most/least to recovery?  What factors contribute to demise?  How long does recovery take?  What form does the process of recovery take?  What does recovery look like?  How can recovery be described, measured, proclaimed? 
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