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INTRODUCTION

California is the world's fifth-largest economy, with a nominal GDP of $3.9 trillion in 2023’
California small businesses are a vital part of the state's economy. The Golden State is home to
approximately 4.1 million small businesses, making up around 99% of all California businesses,
the nation’s largest share of small businesses per state.?® These small businesses employ
almost half of the State's private sector workforce.*

While small businesses are a vital part of California’s economy, many face unique challenges in an ever-changing economy and must now confront
the impacts of climate change. Understanding the current state of small businesses’ emergency preparedness in California offers a foundation

for addressing the barriers and unique challenges they face in navigating climate change. These insights are crucial for policymakers aiming to
develop targeted interventions that ensure small businesses can keep their doors open and continue contributing to the state’s economy.

Across the nation, small businesses encounter significant obstacles in preparing for and responding to climate change as they often face more
financial constraints than larger firms. Every year, California faces natural disasters, primarily wildfires, floods, and droughts;® as a direct
consequence, small businesses suffer economic losses.” In the past five years, California has experienced nine separate ‘billion-dollar climate
disaster events’ that have cost® the state between $20-50 billion.® With the increasing frequency and severity of climate change-induced natural
disasters like extreme weather events,® small businesses across the state face substantial risks if not prepared adequately.

In 2022, the Federal Reserve’s Small Business Credit Survey found that about 1in 5 California small businesses reported experiencing losses
from natural disasters in the prior year™ Considering that small businesses make up the majority of California’s business, natural disasters pose
an increasing risk to the local communities that rely on these businesses for revenue, employment, community contributions, and the state’s
overall economy. Despite these risks, few businesses have measures in place, such as hazard insurance, to reduce their risk in the face of natural
disasters.

In this data factsheet, we use data from our 2022 survey of small businesses to examine the relationship between emergency preparedness,
perception of climate change risk, formal sustainability planning, and business location type. Emergency preparedness refers to the steps
small businesses take to ensure their business is safe before, during, and after an emergency or natural disaster. The survey measured three
dimensions of emergency preparedness by asking businesses if they had natural disaster insurance (flood, earthquake, or fire insurance),
purchased a generator, and implemented measures against flood and wind damage.

DATA

This factsheet is based on a telephone survey conducted by UCLA LPPI and the UCLA
Center for Neighborhood Knowledge between September 2022 and September

2023, involving over 600 small business owners and managers in California. While the
survey used a convenience sample and does not fully represent all state businesses, it
offers valuable insights. The survey featured 52 questions on topics such as access to
capital, technology, cybersecurity, recovery from COVID-19, environmental sustainability
practices, climate change impacts, and energy costs.

The factsheet focuses on five key questions: Do you have flood, earthquake, or fire
insurance? Have you taken steps to flood- or windproof your facility? Do you have a
backup generator? How do you prioritize climate change risks? Does your business have
a formal sustainability plan? Findings are reported only for statistically significant results
(p < 0.05), with sample sizes varying across key findings as not all respondents answered
every question.
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Key Findings

Home-based businesses were less likely to have natural disaster coverage than those with a storefront.

Insurance boosts resilience for small businesses by offering financial protection during severe economic hardship caused by natural
disasters. It also helps them recover faster by providing financial support after a disaster. Despite these protections, our findings
show that almost a quarter (28%) of all surveyed small businesses reported not having insurance.

The percentage of businesses without insurance almost doubles when comparing coverage rates between storefront and home-
based businesses. About 44% of home-based businesses did not have insurance compared to 23% of businesses with a storefront.
While limited research exists on home-based businesses in California, our findings highlight a gap in natural disaster insurance for
home-based small businesses, suggesting that business location type may impact the ability of small businesses to recover quickly
from a flood, earthquake, or fire.

Figure 1: Flood, earthquake, or fire insurance coverage by business location type

[l No [ Yes
All surveyed
28% 72%
Home-based
44% 56%
Storefront
23% 77%

Created with Datawrapper

Note: Valid sample size = 563; excluded respondents that answered “not sure or don’t know”.
Source: UCLA LPPI analysis of original survey data collected by WestGroup Research between September 2022 through November 2022.

2 The majority of small businesses surveyed in California reported not having a backup generator for
power outages.

The electrical grid powers more than 145 million American households and businesses.” From 2000 to 2023, more than 80% of all
major U.S. power outages reported were caused by weather-related events, including severe storms, hurricanes, wildfires, and winter
weather The Department of Energy estimates that power outages cost American businesses around $150 billion annually Between
2000 and 2023, California ranked third in reported weather-related power outages, following Texas and Michigan.® As extreme
weather events become more unpredictable and intense due to climate change, the risk of power outages is expected to rise® As a
result, small businesses will need to be prepared to generate power from alternative sources during outages.

Our findings show that only 31% of surveyed small businesses had purchased a backup generator, with home-based businesses more
likely to have one (71%) than storefront businesses (41%). Notably, the majority (69%) of small businesses, regardless of location, did not
own generators, suggesting that many California businesses may be unprepared for power outages during emergencies.

Figure 2: Obtained a generator for business by business location type

[l No [ Yes
All surveyed
69% 31%
Home-based
59% 11%
Storefront
VARA 29%

Created with Datawrapper

Note: Valid sample size = 597; excluded respondents that answered “not sure or don’t know”.
Source: UCLA LPPI analysis of original survey data collected by WestGroup Research between September 2022 to November 2022.
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Businesses that prioritize climate change risks were more likely to implement flood and wind protection
measures.

Uncertainties about climate change and misinformation” can make it difficult for small businesses to fully understand its impact,
delaying emergency preparedness. A survey by the SME Climate Hub found that lack of skills, knowledge, funding, and time are key
barriers preventing small and medium-sized businesses from taking climate action, including disaster preparedness.® Oftentimes, these
businesses prioritize immediate operational needs over sustainability, seeing it as a cost rather than an investment.

Our findings show that only 19% of small businesses surveyed had taken steps to flood-proof or wind-proof their facility, and the vast
majority did not consider climate change a high risk (83%). Consistent with previous research by the Federal Reserve Bank of San
Francisco,” our findings also show that businesses that perceive climate change as a high risk are more likely to adopt flood and wind
protection measures. For example, 27% of those who viewed climate change as a high priority had taken such steps, compared to 15%
of those who viewed it as a low priority. Additionally, over 50% of businesses with high climate risk perception reported that climate
change had a noticeable impact on their finances, compared to 29% with lower risk perception. This suggests that financial challenges
caused by climate change may influence awareness and emergency preparedness levels.

Figure 3. Taken action to flood-proof or wind-proof facility by climate change risk

[l No [l Yes
All surveyed
81% 19%
Rated high risk
73% 27%
Rated medium risk
78% 22%
Rated low risk
85% 15%

Created with Datawrapper

Note: Valid sample size = 597; excluded respondents that answered “not sure or don’t know’.
Source: UCLA LPPI analysis of original survey data collected by WestGroup Research between September 2022 to November 2022.
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Small businesses with an environmental sustainability plan or working on a plan were more likely to
have taken storm protection measures.

Integrating sustainability efforts with emergency preparedness is increasingly recognized as essential for small businesses,?
especially as climate change amplifies the severity of natural disasters.? Studies indicate that businesses with formal sustainability
or resilience plans tend to be better prepared for natural disasters.?? As climate change increases the frequency and severity of
such events, sustainability planning can help small businesses build resilience.

Our findings show that 15% of all surveyed small businesses had developed a formal sustainability plan, and 19% had taken steps
to flood or windproof their businesses. Our data also shows that businesses with formal sustainability plans or in the process

of developing them were more likely to implement wind and flood protection measures. For instance, small businesses with a
formal sustainability plan were 1.5 times more likely to have implemented wind or flood protection measures than those with

no intentions of developing one (24% versus 16%, respectively). The results highlight the potential of sustainability planning to
enhance the resilience and stability of small businesses during extreme weather events and natural disasters.

Figure 4. Taken action to flood-proof or wind-proof facility by formal environmental sustainability planning

[l No [ Yes
All surveyed

81% 19%
Plan in place

76% 24%
Plan in development

69% 31%
Intends to develop

82% 18%
No intent to develop

84% 16%

Created with Datawrapper

Note: Valid sample size = 549; excluded respondents that answered “not sure or don’t know”.
Source: UCLA LPPI analysis of original survey data collected by WestGroup Research between September 2022 to November 2022.
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Small businesses that adopted sustainability measures were more likely to invest in emergency
preparedness, such as purchasing generators..

Among the small businesses surveyed, those that had implemented sustainability-related measures were more likely to have purchased a
generator compared to those that had not. Sustainability measures include increased use of energy-efficient technology and equipment,
installation of solar panels, purchasing or replacing vehicles toward a zero-emission fleet, reducing waste and water consumption,
increasing recycling, and developing sustainable products and services, among other measures. Surveyed businesses with sustainability
practices in place were more likely to have a generator (40%) than those without (26%). The most common sustainability actions included
reducing waste and increasing recycling (90%), followed by using energy-efficient technology (76%), cutting water consumption (65%),
and developing sustainable products and services (58%). These findings suggest that businesses focusing on sustainability are not only
investing in preventive measures to protect themselves from disasters such as power outages but also adopting broader practices to

enhance their overall resilience and environmental responsibility.

Figure 5. Obtained a generator for business by sustainability measure adoption

Il No [ Yes
All surveyed

o 31%

Adopted one or more sustainability measures
60% 40%
No adoption of sustainability measures

74% 26%

Created with Datawrapper

Note: Valid sample size = 575; excluded respondents that answered “not sure or don’t know”.
Source: UCLA LPPI analysis of original survey data collected by WestGroup Research between September 2022 to November 2022.

Conclusion

This data factsheet underscores the vulnerability of California’s
small businesses to natural disasters and highlights the critical
gaps in their preparedness. Our findings show that while some
businesses have invested in emergency-related measures,
such as insurance and electrical backups, a large portion
remains unprepared, especially home-based businesses.

Our findings also show that businesses that prioritize climate
change risks and sustainability planning are more likely to take
protective actions. The brief underscores the need for greater
awareness and action to bolster climate change knowledge and
sustainability planning to ensure that small businesses are not
only resilient but also contribute to community stability during
adverse weather events.
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