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Presentation Plan

 Presentations to be discussed
 Romain Duval “Economic vulnerability to macroeconomic 

shocks: the role of policies and institutions”.

 Mathis Wackernagel “Securing Human Well-being in a 
Resource Constrained World”.

 Jacques Freyssinet “How Can Social Vulnerability Be 
Measured: A Work in Progress”.

 Structure of the Discussion
 What is meant by vulnerability?

 Is it relevant for policy? What is the purpose of 
collecting data: international comparison or policy?

 How to measure?
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Vulnerability definition

 Webster definition: vulnerable = “easily hurt”

 In Freyssinet's presentation it may be defined: a 
lack of consumption-smoothing mechanism to 
overcome transitory poverty.

 The interpretation in finance: ability to cope with 
negative shocks. It is a function of the probability 
distributions of shocks, and steps to mitigate the 
effects, like liquidity or insurance.  

 To be able to insure against vulnerability – one 
needs a provider of insurance, which is 
someone who is not affected by the shock. 
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Preliminary questions for policy 

design

 If vulnerability is a result of irresponsible 
behavior – then it is not an issue for 
insurance (a moral hazard problem).

Causality – are we describing the variable, 
which causes vulnerability or a variable, 
which is the result (both double counting 
or non effective). 

 For example, if bad health causes 
unemployment, incentives for work won't help. 
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Freyssinet's presentation -

an application to poverty
 The distinction between objective and subjective 

measures.

 The need for longitudinal data, to identify the shocks. 

 Transitory poverty is better than permanent poverty 
(mobility). 

 Vulnerability is defined by the probability of negative 
shocks. 

 There are several excellent ideas – the major problem I 
see is in identifying the variable causing vulnerability. 
 Is it the incentive (moral hazard)?

 or is it exogenous?
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Social vulnerability: 

Subjective Measures

Difficulties:

 Reflect state of well being – may be affected 
by culture (“in God we trust”). 

 Responsibility – a gambler may be vulnerable.

 Share of individuals that are satisfied or very 
satisfied depends on religiosity.

 Social cohesion indicators: Is it the cow or is it 
the calf that causes the cow to feed the calf.

 Membership of a club: Can the family be 
considered as a club? 
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Romain Duval presentation

 Income and employment vulnerability. 

 There are 3 main dimensions to minimise income and 
employment damage from shocks: 
 Macro resilience of the economy, i.e. its ability to minimise 

overall income and job losses from shocks (small in a global 
world).

 How cost of shocks is spread throughout society, i.e. whether 
pre-shock risk-sharing arrangements ensure efficient and 
equitable distribution of costs ex-post (e.g. recent failure of de 
facto arrangements for sharing risk of banking sector going 
bankrupt). Hard to discuss efficiency in sharing because the 
question is who insures whom.

 Whether risk-sharing arrangements are achieved at least cost 
(unconditional minimisation of risk is not desirable: risk aversion 
is finite, insurance is costly)
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Mathis Wackernagel Presentation

 The debate is as old as Malthus theory 

about the majority of the population being 

at subsistence level. The question is  

whether technological progress will be 

faster than population’s growth. 

 Since the initial distribution of resources is 

not equal, an alternative measure may be 

consumption and not net borrowing.  


