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I

n August 2005, Hurricane Katrina devastated
the Louisiana and Mississippi coasts, inﬂicting major damage to commercial property,
infrastructure, and housing throughout the
region. However, the hurricane’s eﬀects were
most pronounced in a half-dozen counties,
including Mississippi’s three coastal counties:
Hancock, Harrison, and Jackson. As part of the
state’s recovery eﬀort, Mississippi’s Governor
Haley Barbour appointed the Commission on
Recovery, Rebuilding, and Renewal to determine
the extent of the damage and to recommend policies to aid in the recovery.
Because of the limited data available immediately after the storm, the full extent of the damage
and the speciﬁc eﬀects on the Mississippi housing
market remained unclear during the commission’s
work. As a follow-up to the commission’s work,
RAND researchers developed a comprehensive,
quantitative assessment of both the extent and
nature of the damage that the hurricane did to the
housing stock and the progress toward recovery
made since the storm.
How Much Did Katrina Damage the
Housing Stock?

Katrina damaged about 60 percent of the three
counties’ housing stock, but the extent and
intensity of that damage varied substantially
depending on the source of that damage. Storm
surge alone was responsible for a little more than
one-third of the damaged units, and almost half
of those units suﬀered severe damage. Although
45 percent of all the damage to units was caused
by wind or rain, the vast majority of that damage
was of a limited nature ($5,000 or less). Flooding
rarely occurred by itself, but the combination of
storm surge and ﬂooding (experienced by about
20 percent of the damaged units) was by far the
most devastating—more than 70 percent of those
units were severely damaged or destroyed.

Abstract
Hurricane Katrina created massive damage to
Mississippi’s Gulf Coast housing stock. This study
shows that the storm’s damage compounded a
preexisting affordable-housing shortage and
that, although recovery is proceeding, it has
been uneven and will take at least another three
years, with a total estimated cost of more than
$4 billion. Access to ﬁnancing appears to be the
single most important obstacle. Immediate pressures to restore the housing stock have taken
precedence, but such pressures can conﬂict with
the need to recognize the importance of longerterm mitigation actions.

Despite the widespread nature of the damage, there were signiﬁcant diﬀerences in the
extent and intensity of that damage in various
submarkets. The most severely aﬀected submarket was multifamily rentals—almost 80 percent
of such units were damaged, and one-third of
all multifamily units suﬀered severe or moderate
damage (repairs averaging more than $50,000).
About one-half of the single-family residences
(owned and rented) suﬀered damage, and almost
20 percent of all single-family units were severely
or moderately damaged. Although between 30
and 50 percent of the owner- and renter-occupied
mobile homes, respectively, were damaged, that
damage was less severe than in other submarkets.
The damage compounded a preexisting
aﬀordable-housing shortage, especially in the
rental market in the three counties (as shown in
the ﬁgure). Prior to Katrina, there were around
25,000 aﬀordable rental-housing units; about
6,000 rental units sustained severe or moderate
damage, leaving only a little more than 19,000
units, or a decline of nearly a quarter. While the
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damaged units. Third, the costs of repair appear higher than
the market values reported in the 2000 census. Fourth, at
the current pace, it appears that recovery will take at least
another three years, with a total estimated cost of more than
$4 billion.
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What Issues Affect the Recovery Effort?

In the short-term recovery eﬀort, three issues are critical.
First, although the construction sector has geared up its
capacity to deal with increased demand, there are signs that
the sector’s capacity may have peaked by the third quarter
of 2006. Additional steps may need to be taken to deal with
continued demand.
Second, although multiple sources are available to
ﬁnance recovery, a rapid increase in housing values and high
rebuilding costs appear to have left gaps in the ﬁnancing
picture. This situation appears to be most acute for those
who were un- and underinsured, those whose properties were
most severely damaged, and those who were landlords—
especially those with large, multiunit rental properties.
Finally, the very tight market for aﬀordable housing
pre-Katrina, the loss of a signiﬁcant portion of the rental
stock, a 20 percent increase in rents, and a substantial drop
in employment have created a very tight market for those
households displaced by the storm. This problem is particularly acute in the aﬀordable-rental sector. Alleviating this
problem is important in the recovery of the housing market
and in economic recovery more generally.
Beyond these three shorter-term issues, it is important
to recognize the potential tensions between the short-term
goal of a speedy recovery and the longer-term need to take
mitigation measures to protect the region from future storms.
Although state and local oﬃcials are aware of the need,
the experience after Hurricane Camille suggests that carrying through on these intentions often requires considerable resolve. Indeed, as the recovery period since the storm
lengthens, political pressures may well increase to expedite
the short-term recovery, even at the cost of longer-term mitigation eﬀorts. Such pressures may be diﬃcult to resist, given
the political context of local planning decisions. ■
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eﬀect on the total aﬀordable stock was most inﬂuenced by
the damage done to Harrison County (which had 60 percent
of the housing stock before Katrina and declined more than
a ﬁfth afterward), Hancock County suﬀered proportionally
the most, losing nearly three-quarters of its stock.
What Is the Progress of the Recovery Effort?

In assessing the recovery eﬀort, the researchers compared
information on building permits issued in the months
immediately after the storm through the second quarter
of 2007. Overall, perhaps as many as 46,000 permits were
issued through June 2007, compared with the approximately
77,000 units that were damaged. However, this overall rate
of 60 percent varies substantially between incorporated and
unincorporated areas.
Our estimates indicate four things about the pace of
the recovery. First, the recovery eﬀort got oﬀ to a slow start,
with relatively few permits being issued in the fourth quarter
of 2005—the ﬁrst full quarter after the storm. Second, the
pace of recovery seems to have moved more rapidly in some
submarkets than in others—higher for single-family than
multifamily units and higher for moderately than severely
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