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ABOUT LPPI

The UCLA Latino Policy and Politics Institute addresses the most critical domestic policy challenges facing Latinos and other communities of
color through research, advocacy, mobilization, and leadership development to expand genuine opportunity for all Americans.

ABOUT TEREP

This brief is part of UCLA LPPI’s The Economic Recovery & Entrepreneurship Project (TEREP), a partnership with the UCLA Center for Neighbor-
hood Knowledge. TEREP provides timely data and resources for key stakeholders who support Latine entrepreneurship in the United States.
The initiative focuses on equipping Latine business-serving organizations, policymakers, and business owners with the community-informed
research they need to meet the challenges of a 21st-century economy.

DISCLAIMER h
The views expressed herein are those of the authors and not necessarily those of the University of California, Los Angeles, as a whole. The
authors alone are responsible for the content of this report. i
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INTRODUCTION

Texas small businesses are a vital part of the State's economy. The Lone Star state

is home to over 3.2 million small businesses, making up around 99% of all Texas
businesses.! Over 44% of Texas workers are employed by small businesses.? While
small businesses are vital in Texas, many face unique challenges in an ever-changing
economy and must now confront the impacts of climate change. Understanding the

TEXAS

current state of small businesses’ emergency preparedness in Texas 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.3 Every year, Texas faces the consequences of climate-related events ranging from hurricanes
and coastal storms, droughts, wildfires, tornadoes, rising temperatures, and extreme heat;*® all of which have direct economic losses for
small businesses.® In the past five years, Texas has endured 55 separate ‘billion-dollar climate disaster events’ that have cost’ the State
between $50-100 billion.® With the increasing frequency and severity of 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 7 Texas small businesses reported experiencing losses
from natural disasters in the prior year.® Considering that small businesses make up the majority of Texas’ businesses, the consequences
of climate change 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 prepared-
ness, climate change risk perception, 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 mea-
sured 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

Our findings stem from a convenience sample survey of over 600 small business owners and managers across Texas, offering valuable insights,
though not fully representative. The telephone survey was conducted by UCLA LPPI and the UCLA Center for Neighborhood Knowledge between
September 2022 and September 2023. 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 key findings focus on seven key questions: Is this a home-based business? Do you have flood, earthquake, or fire insurance? Have you taken
steps to flood- or windproof your facility? Do you have a backup generator? Is this business a member of a business association? Have you imple-
mented any sustainability measures? 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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a¥ 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. However, access to insurance can vary
widely, and our findings show that one-third (33%) of all surveyed small businesses reported they lacked disaster insurance.

The percentage of businesses without insurance increases when comparing disaster coverage rates between storefront and home-
based businesses. About 47% of home-based businesses did not have insurance compared to 28% of businesses with a storefront.

While limited research exists on home-based businesses at the national and state-specific levels, our findings highlight a gap in natu-
ral disaster insurance for home-based small businesses and a potential gap in resilience. This finding suggests 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

HENe [l Yes

All surveyed

Home-based
47% 53%
Storefront

28% 72%

Created with Datawrapper

Note: Valid sample size = 584; excluded respondents that answered “not sure” or “don’t know”.
Source: UCLA LPPI analysis of original survey data collected by WestGroup Research between November 2022 to September 2023.

Small businesses with memberships to business associations were more likely to have natural disaster
coverage than those without.

Business associations may provide important resources that support small business stability and growth, such as access to men-
torship, industry insights, funding, and skill-building opportunities.® Associations also foster community, enabling entrepreneurs to
connect, share challenges, and learn best practices." Membership can enhance disaster preparedness through training programs and
workshops to prepare for and respond to natural disasters.”?

Our findings show that businesses that reported belonging to a business association, such as a chamber of commerce, state or local
groups, ethnic business associations, or industry organizations, were more likely to have disaster insurance — 71% of those with a
membership compared to 61% of non-members. These results underscore how business associations can play a crucial role in bolster-
ing small businesses’ disaster readiness and capacity to navigate the risks.

Figure 2: Flood, earthquake, or fire insurance coverage by business association membership status

HnNo | Yes
All surveyed

34% 66%
Member of a business association

29% 71%

Not a member of a business association
39% 61%

Created with Datawrapper

Note: Valid sample size = 577; excluded respondents that answered “not sure” or “don’t know”.
Source: LPPI analysis of original survey data collected by WestGroup Research between November 2022 to September 2023.
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Small businesses with sustainability plans were more prepared
for emergencies from natural disasters than those without.

Integrating sustainability efforts with emergency preparedness is increasingly
recognized as essential for small businesses,” especially as climate change ampli-
fies 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 data shows that businesses with formal sustainability plans or who were in

the process of developing them were more likely to have purchased a generator
and to have implemented wind and flood protection measures. For instance, small
businesses with a formal sustainability plan were more likely to have purchased

a generator than those with no intentions of developing one (55% versus 28%,
respectively). Small businesses with a formal sustainability plan were almost twice
as likely to have implemented wind or flood protection measures than those with no
intentions of developing one (41% versus 22%, respectively). The results highlight
the potential of sustainability planning to enhance the resilience and stability of
small businesses during extreme weather and natural disasters.

Figure 3a. Obtained a generator by formal environmental sustainability planning

All surveyed

Plan in place

Plan in development

Intends to develop

No intent to develop

Created with Datawrapper

Note: Valid sample size = 592; excluded respondents that answered “not sure” or “don’t know”.
Source: LPPI analysis of original survey data collected by WestGroup Research between November 2022 to September 2023.

Figure 3b. Taken action to flood-proof or wind-proof facility by formal environmental
sustainability planning

All surveyed

Plan in place

Plan in development
72% 28%
Intends to develop

No intent to develop

Created with Datawrapper

Note: Valid sample size = 570; excluded respondents that answered “not sure” or” don’t know”.
Source: UCLA LPPI analysis of original survey data collected by WestGroup Research between November 2022 to September 2023.
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4. Smallbusinesses that adopted sustainability measures
were more likely to invest in emergency preparedness

than those that did not.

Among the small businesses surveyed, those that had implemented
sustainability measures were more likely to have purchased natural
disaster insurance and implemented flood and wind protection measures
than 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
natural disaster insurance (79%) than those without (61%); and more likely
to have implemented flood and wind protection measures (35%) than
those without (24%). These findings suggest that businesses focusing on
sustainability are investing in preventative measures to protect them-
selves from disasters such as power outages and adopting broader prac-
tices to enhance their overall resilience and environmental responsibility.

Figure 4a. Had natural disaster insurance for business by sustainability measure adoption

BnNo [l Yes

All surveyed

Created with Datawrapper

Note: Valid sample size = 573; excluded respondents that answered “not sure” or “don’t know”.
Source: LPPI analysis of original survey data collected by WestGroup Research between November 2022 to September 2023.

Figure 4b. Flood and wind protection insurance for business by sustainability measure adoption

HEnNo [ Yes
All surveyed

73% 27%

Adopted one or more sustainability measures
65% 35%
No adoption of sustainability measures

Created with Datawrapper

Note: Valid sample size = 566; excluded respondents that answered “not sure” or “don’t know”.
Source: LPPI analysis of original survey data collected by WestGroup Research between November 2022 to September 2023.
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CONCLUSION

This brief underscores significant gaps in emergency preparedness for Texas small businesses. Our findings show Texas home-based businesses
may be more vulnerable than store-front businesses due to insurance coverage gaps. Additionally, business association members are more likely
to have disaster insurance, and businesses with sustainability plans are more proactive in implementing protective measures. The findings under-
score the need for increased awareness and action to bolster climate change knowledge and sustainability planning to strengthen small business
stability and resiliency during emergencies, such as natural disasters and extreme weather events.
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