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After the Disaster . . .  
What Should I Do Now? 

 
Business Survival is not Assured by Reopening the Doors 
 

During a PERI-funded research project, we worked with more than 120 small 
business owners and managers of not-for-profit organizations all across the country to 
understand what happens to them following various natural disasters.  We’ve talked with 
some a few months after the disaster, with some as many as seven years after the event, 
and, with still others, every year for five years after the disaster. 
 

We’ve reached several important conclusions that should weigh heavily on any 
business owner's decisions about what to do with his or her business in the aftermath of a 
major disaster: 
 

First, we have concluded that disaster events cause problems for businesses 
unrelated to the amount of direct damage they sustain from the event and from 
related events, like fire following an earthquake. 

 
Second, we found that, unless the business owner makes good decisions about 
recovery, the largest losses to the business come in the years after disaster and not 
from the direct damage of the disaster itself. 

 
Third, we found that, following any large scale disaster in a community, things 
never get “back to normal.”  The community almost always changes permanently,  

 
______________________________________________ 
 
This article is a supplement to a research project report -- Organizations at Risk: What Happens 
When Small Businesses and Not-for-Profits Encounter Natural Disasters -- written by the same 
authors and published by the Public Entity Risk Institute (PERI).  The research project was 
supported with a grant from PERI. 
 
The complete report is available at no charge on the PERI Web site, at www.riskinstitute.org.  It is 
located in the Publications, Tools, Resources section of the site, in the list of Disaster Management 
materials. 
 
Printed copies of Organizations at Risk, also available at no charge, can be requested through the 
Web site, or by contacting PERI at: 
 
 Public Entity Risk Institute 
 11350 Random Hills Rd., Suite 210 
 Fairfax, VA 22030 
 Phone: (703) 352-1846 
 Fax: (703) 352-6339 
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creating a new business environment in which doing business the old way often 
results in operating at a loss for years and, then, when all equity in the business is 
used up, going out of business. 

 
Finally, we found that it is possible, if an owner takes the right steps, to not only 
survive a major natural disaster, but to achieve real business viability in the post-
event environment. 

 
Among the factors that significantly contributed to business failures are: 

 
1. The effect the disaster event has on the customer base. 

 
  2. The kinds of products or services the business provides. 
 
  3. The business’ inability or unwillingness to respond appropriately to the 

new, post-event environment. 
 

4. The overall financial strength and stability of the business before the event. 
 

5. The owner’s inability or unwillingness to recognize the options available. 
 
 
What to Expect in the Weeks and Months Following the Disaster 
 
 Your personal life will become stressful and uncertain following the event, even if 
you did not lose anyone close to you in the disaster.  You are likely to experience 
considerable ambiguity, particularly if both your home and your business were damaged.  
For many business owners, stress will come simply from memories of the experience.  
You, or members of your family, may experience difficultly sleeping soundly.  Much of 
the stress will come because your primary source of income is gone, at least temporarily.  
Some stress will be passed on to you from  stressed employees.  There will be stress 
around insurance delays, questions about coverage, and settlements.  You may find 
yourself stressed about things you wish you had done, but there is little to gain in “I wish I 
woulda . . .” laments.  Finally, all the stress around the business and loss usually leads to 
increased stress at home. 
 
 In your business neighborhood, there will almost always be an underlying 
assumption on the part of business people, property owners, and public officials that 
“things will get back to normal soon,” but they will not.  We found that there is often 
social pressure from other business people in the damaged area to get back into business 
and to make things like they were before. 
 
 You will receive little information about rebuilding plans from the city or from 
owners and much of that information will be contradictory or wrong.  State and local 
governments may be slow to respond with needed variances and recovery policies. 
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 Many people who lived in the damaged area and either lost their homes or 
experienced other losses will move away, many of them permanently.  Volunteers and 
others will be there to help clean up, but they, too, will disappear as the physical evidence 
of the disaster is trucked away. 
 
 Fundamental changes in the community will already have begun.  Neighborhood 
trends that had started before the event are likely to speed up.   The neighborhood will 
change forever, even if the buildings are put back just the way they were before the event.  
A new set of relationships, new neighbors, and new business patterns will develop. 
 
 The businesses that survive will be those whose owners and managers understand 
and adapt to the new business environment. 
 
 
Options to Consider and Questions to Answer Before You Spend a Lot of 
Money to Reopen Your Business 
 
 Perhaps the most difficult factor for a business owner to deal with is recognizing 
the available options.  In our research, we found that many owners failed to see that they 
had alternatives available to them; in so doing, they severely limited themselves and their 
potential responses to the disaster.  Too many business owners simply continued, after a 
disaster event, to do what they had done before the disaster event.  Their failure to consider 
the available options made it difficult to respond appropriately to the new, post-event 
environment.  Most of these businesses fell by the wayside. 
 
 However, a few entrepreneurs did consider the options available to them.  In doing 
so, they were able to devise or, in some cases, they just happened upon, recovery strategies 
that enabled them to avoid almost certain failure. These strategies frequently led to 
profitable futures. 
 
 The suggestions included here for post-disaster business recovery are predicated on 
your willingness to consider the options available to you as a business owner and your 
desire to make informed business decisions. 
 
 We’ve put together, based on our research, a series of things to consider and 
questions to answer that will help you develop a sensible post-disaster strategy.  That 
strategy is intended to increase the probability that your firm can become financially viable 
in the post-event environment. 
 
 

FIRST, REALLY UNDERSTAND YOUR BASIC OPTIONS 
 
 After a major disaster, almost every small business owner says, “Wow, that was 
quite a bump in the road.  Time to get back to business.”  And then he or she continues 
doing the same things in the same way, assuming things will get back to normal. 
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 Following major disasters such as a strong earthquake, a major hurricane, 
widespread flooding, rioting and civil disruption, or a devastating terrorist attack, things 
change forever.  What that means is that your business environment is changed and that 
what worked well in the past may not work at all now, especially in your current location. 
 
 When a major disaster affects you, your financial survival depends on how well 
you make decisions in the new environment.  One of the very first things you should do is 
identify the basic options that are available to you.  It is not good enough to say, “Well, 
this business is what I do.  It is the only thing I know.”  You have to consider other things. 
 
 We think that, initially, you have at least three basic options available to you. 
 

��Option One - You can reopen your business. 
 
��Option Two - You can close your business. 

 
��Option three - You can (try to) sell or transfer the business to someone else. 

 
 Too often, in the stressful aftermath of disaster, a business owner chooses to reopen 
his or her business without considering or even knowing about the alternatives available, 
factors to consider, or the potential consequences of his or her actions.  Some additional 
information about how to pursue each option, which may influence your choice of options, 
is provided below.  This additional information should be studied before any decision is 
made.  (The advantages, disadvantages and other issues to consider when deciding whether 
or not to reopen your business after a disaster are discussed in the next section of this 
article.) 
 
Option One - Reopen Your Business 
 
 1. You can finance your business reopening with company assets, personal saving, 

low-interest loans, traditional loans, insurance proceeds, investment, family 
loans, credit cards, and so forth. 

 
2. You can reestablish your business at the same location or you can relocate your 

business.  (Some loans and grants have conditions that prohibit relocation.) 
 

3. You can reopen your business offering the same products and services you 
provide before the disaster event or you can change, in part or entirely, the 
products and services you provide. 

 
Option Two - Close Your Business 
 
  1. You can walk away. 
 
  2. You can liquidate the business 
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  3. You can start a new business with new product/services or the same 
product/service you previously provided. 

 
  4. You can go to work for someone else. 
 
  5. You can retire. 
 
Option Three - You Can (Try To) Sell or Transfer the Business to Someone Else 
 
 1. You can sell or transfer the business to your children. (If they are interested in 

running a business.) 
 
 2. You can sell or transfer the business to a competitor. 
 
 3. You can turn over the business to a relative or former employee. 
 
 These options are not singular or mutually exclusive.  For example, you may walk 
away from one business and start a new business, in a new location, that provides products 
and services, which may be the same or different from your previous business. 
 
 Very likely, you will be able to think of other options.  The three basic options 
we’ve outlined are just for starters – something to get you thinking. 
 
 

SECOND, ANSWER THESE QUESTIONS 
BEFORE DECIDING WHETHER TO REOPEN YOUR BUSINESS 

 
What Happened and What Is Happening? 
 
 Make an effort to understand what happened and what is happening as a 
consequence of the event.  This is a difficult assignment because everything will be in flux, 
surrounded in ambiguity, and changing rapidly.  Information will be unreliable.  That 
means that one quick look around will not be enough.  The problem is that you need 
accurate, reliable information on which to make sensible decisions about your business in 
the post-disaster environment.  You will have to be engaged in a continuous effort to know 
what is going on in your neighborhood, your business community, and your local 
jurisdiction.  
 
What Happened to Your Customers? 
 
 If you are in manufacturing or wholesaling, it is likely that your customer base is 
geographically dispersed.  Only a few of them may have suffered losses from the event.  In 
that case, it is important for you to do what is necessary to ensure that you meet your 
customers’ continuing needs. 
 
 If you suffered significant losses and will have to be closed for some time, it is 
important to learn what your customers are doing during the time it takes you to reopen.  If 
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your customers did not suffer major losses, they may change their buying habits and you 
may have to fight an uphill battle to win them back.  Do your customers still want or need 
your product or service? Can they afford it? 
 
 Whether it makes sense to reopen your business depends mainly on what 
happened to your customers as a result of the event.  If all or most of your customers 
suffered large losses as a consequence of the disaster, there is little reason for you to 
reopen quickly, unless you have something they need desperately.  For example, it usually 
makes sense for lumberyards and building supply, pharmacies, physicians, furnishings and 
appliances, construction, dry cleaning and laundry, and grocery stores to reopen quickly. 
 
 However, if you sell goods and services that come from discretionary money, your 
customers may not be able to afford what you have to offer as they attempt to pick up the 
pieces.   We found that people who had big losses put off spending money at the 
optometrist, at specialty restaurants, for things like recreational gear, and for jewelry and 
expensive gifts. Sometimes, your customers may move away.  In that case, reopening is 
like starting over. 
 
How Much Did You Lose and Where Will the Money Come From to Reopen? 
 
 If you suffered losses and were not insured, where will the money come from to 
reopen?  Most business owners we talked with used their life savings, borrowed from 
relatives, used their credit cards, got a little help from suppliers and/or customers, or got 
loans through the Small Business Administration or from conventional lenders.  A few got 
loans or grants from local government.  Do not expect any money from FEMA, the Red 
Cross, or other disaster assistance organizations – small businesses and small business 
owners usually are not eligible for that kind of assistance.  
 
 Before you decide to use your life savings or borrow money from organizations 
that require you to use your home and other personal assets as collateral, it makes sense to 
take a very serious look at your business prospects in the post-disaster environment.  There 
is a very good chance that your old business plan is no longer viable, depending on what 
happened to you and your customers. 
 
 We talked with dozens of small business owners who used all their savings to 
reopen a business that went nowhere in the post-disaster environment.  They lost their 
savings and the business.  Often, reopening after a major disaster is like starting a new 
business.  Banks and the SBA will probably be willing to loan you money to reopen based 
on your experience before the disaster, but, before you make that commitment, make sure 
you have a solid business plan for the post-disaster environment. 
 
 Before you reopen, understand fully that things will never be the way they were 
before.  Last year’s business plan is dead as a dodo.  It is time to conduct a new feasibility 
analysis and to rebuild your pro forma and cash flow analysis before committing any cash 
to the new venture.  If you can reopen without putting any significant amount of money 
into the venture and you have good reason to expect your customers to be there, then go 

   
After the Disaster . . . What Should I Do Now?  6 



ahead.  But, unless you have a service or product that people need desperately, expect that 
your business will not be what it was before the event for a long time. 
 
 In any event, it makes sense to be cautious.  Be cautious about how you use your 
insurance proceeds; don’t confuse cash flow with investment.  Be wary of taking loans that 
require you to use personal assets, like your home, as collateral.  Be wary of taking loans 
that will be forgiven if you stay in the same business in the same location.  You may be far 
better off moving to a new location. 
 
 If you are at or near retirement age, you will want to think particularly carefully 
about reopening the business.  Many people we interviewed put their savings back into a 
business that did not survive the next five years.  You may be better off liquidating your 
business assets and putting your money in safer investments.  Sometimes, even if your 
alternatives look bleak, it still makes sense to walk away. 
 
 If you had insurance that covered most of your losses, you are in the minority of 
small business owners.  Many small firms will have experienced uninsured disaster related 
losses from damage to their plant or equipment, their inventory, and to the building they 
rent or own.  Many more lose money from uninsured business interruption in the chaotic 
period following the disaster. 
 
How Strong Was Your Business Before the Event?  How Well Is Your Firm 
Positioned with Regard to the Dominant Trends in Your Industry? 
 
 Even if your organization was doing well before the disaster, it is important for you 
to take a hard look at where your firm is with regard to dominant trends in the area where 
you do business.  Retail patterns are, of course, changing.  Small town, downtown 
merchants are having a tough struggle against giant chain retailers located on the outskirts 
of town.  If your firm is positioned favorably with regard to industry trends, your chances 
of surviving a disaster are much better than if your firm is in an uphill fight against major 
trends. 
 
 Only you will know how strong your business was before the disaster.  If you were 
losing out to the competition before the disaster, there is no reason to believe you can do 
better after the disaster.  If your firm was doing well, growing and becoming more 
profitable each year, chances are you can do well after the disaster, provided you can retain 
your customers in the unsettled times after the event. 
 
Are You Able to Give What It Is Going to Take? 
 
 It takes a lot of energy and commitment to start a new business.  You know that.  
You’ve done it. Remember that, following a real disaster, it usually takes that same level 
of commitment and energy to revitalize a business that has suffered a disastrous event.  
Ask yourself whether you still have the drive needed to do it again.  If so, good luck with 
your venture.  If not, it makes a lot of sense to reconsider your options. 
 

- The End - 

   
After the Disaster . . . What Should I Do Now?  7 


