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CREDIT AND FINANCIAL IMPACTS OF DISASTER:

What Can We Learn from Credit File Data


The Markets and Information Nexus (MAIN) at PERC releases its study, Credit and Financial Impacts of Disaster: What Can We Learn from Credit File Data.  This report can be downloaded at:  www.infopolicy.org/pdf/CreditImpacts.pdf

(Chapel Hill, NC) Using datasets previously not used for such purposes, this report sheds additional light on the impact and aftermath of Hurricane Katrina and the storms of 2005 on individuals, businesses, and communities of the Gulf Coast. Collectively, the approach was designed to provide a tool to track the course of recovery on different levels of analysis from the perspective of financial well-being, as measured by varying credit indices.  

This report was authored by researchers from PERC, the Brookings Institution Urban Markets Initiative, and the World Bank Group. It was funded by grants from the Brookings Institution Metropolitan Policy Program, the World Bank Group, the Paul and Ewing Marion Kauffman Foundation, the Foundation for the Mid-South, and the Louisiana Disaster Recovery Foundation in support of MAIN at PERC’s Gulf Coast Economic Renewal (GCER) project.

The key findings from this report are:

· July 2007 data suggest that Orleans and St. Bernard Parish businesses appeared to have been particularly hard hit and slow to recover, while evidence of business recovery across the New Orleans and Biloxi-Gulfport metropolitan areas is mixed.

· Business financial stress, measured by the average amount of reported business collections, rose significantly two years after Katrina.

· There are dramatic differences in the levels of business financial stress across parishes of the New Orleans MSA.

· Changes in indebtedness and credit performance vary substantially across groups of individuals following the disaster, with lower-income and ethnic minority communities having been most negatively impacted.

· Data found in private data sets, such as consumer and business credit files, have the potential to quickly inform policymakers and stakeholders (both following disasters and in general) of the underlying financial conditions of populations, communities, and small businesses.

In addition to the information already used to assess Katrina’s impact, such as government statistics and the numerous data series found in The New Orleans Index, we bring several private datasets to the effort. Specifically we use individual level consumer credit file data (from TransUnion), consumer credit file data aggregated at the community level (from TransUnion), credit file data for businesses (from Experian), data on small business owners and operators (from Experian), and socio-demographic information appended to the individual consumer and business owner/operator files (from Acxiom). 

Analysis of the information found in these datasets should continue to extend the general understanding of the impacts of the 2005 hurricanes upon affected areas by:

(1) bringing additional evidence to bear of previous findings, and

(2) uncovering aspects of the impact and recovery not seen in other datasets.

This report represents the first effort to understand how the information found in such private

datasets can be used for policy planning, economic needs assessment and community

development. The two primary objectives of this report are:

(1) to provide an overview of the various credit bureau datasets used; and,
(2) to offer preliminary findings about the financial characteristics of those individuals and businesses that remain in the region through an analysis of select data.

Findings from this research, and policy tools developed as part of the research for MAIN at PERC’s Gulf Coast Economic Renewal project are being applied globally. The World Bank Group has committed to piloting the financial vulnerability index it developed through its participation in the GCER in developing countries that experience chronic natural disasters.

For more information contact:                                                                                              

Katrina Dusek
919-338-2798 ext. 803
dusek@infopolicy.org 
About PERC and the Markets and Information Nexus (MAIN)

The Political and Economic Research Council (PERC) is a non-partisan centrist policy institute devoted to research, public education, and outreach on public policy matters. PERC has a broad mandate but emphasizes issues related to information policy, credit access, and the global information economy. The Markets and Information Nexus (MAIN) is an applied studies center of PERC.
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