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Executive Summary

he impact of  disasters on Micro, Small and Medium Enterprises (MSMEs) and the T consequences this impact has on the economic and social recovery of  the affected 
communities is one of  the least explored areas in disaster risk. This gap hinders the 
understanding of  the way community resilience can be achieved, including the restoration 
of  the social and economic fabrics after disasters. 

This study finds that MSMEs are disproportionately affected by disasters, compared to 
bigger firms with access to a broader set of  coping strategies. However, the study also 
finds that MSMEs have an inherent flexibility due to the lower levels of  capital needed to 
operate and lither work relations (especially in the case of  informal MSMEs), which could 
be exploited after disasters to support a faster and more equitable recovery of  the local 
community. The role of  MSMEs in disaster recovery thus depends on their own ability to 
withstand disasters and having the right incentives in place for them to actively participate 
in livelihood recovery.

The study suggests that resilience of  MSMEs should start by tackling the socio-economic 
drivers of  risk in the pre-disaster stage, and should be further built by the provision of  
swift and adequate support to MSMEs shortly after disasters. Through better 
understanding of  the impact of  disasters on MSMEs, the study concludes that MSMEs' 
vulnerability to natural hazards can be reversed by promoting enabling pre- and post-
disaster environments for MSMEs to use entrepreneurship as a driver of  local economic 
and social recovery.

MSMEs and Disasters

MSMEs contribute to the well-being and the livelihoods system of  their community by 
providing and demanding employment, goods and services. These are needed even more 
in times of  crises, in order to restore the economic fabric of  disaster-affected 
communities. MSMEs also support the creation of  social capital in communities, which is 
a crucial element in restoring the social fabric ruptured by disasters. With local businesses 
reopening and providing spaces for social bonding, MSMEs can contribute to motivating 
a relocated population to return home, as well as helping to attract new investment in 
recovering areas. A strong MSMEs sector also promotes a country's resilience to shocks 
by broadening and diversifying the domestic economy. By reducing the dependency on 
few large firms or specific sectors, MSMEs protect a broad base of  the labor force from 
sector-specific shocks and fluctuations in international markets (Dalberg, 2011). 

MSMEs are considered to be more vulnerable to natural hazards than larger firms, given 
the more limited range of  risk-management mechanisms they can access. Furthermore, 
MSMEs in developing countries have additional characteristics that can exacerbate their 
vulnerability such as informality, which: keeps them out of  the reach of  government 

ii
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For the country case studies, we thank John Pyle, Iizuka Ryoko and 
Mihir Bhat for respectively undertaking research in Mexico, Japan and 
India.

Our thanks go to the Poverty Group of  the former Bureau of  
Development Policy and currently Bureau of  Policy and Programme 
Support (BPPS) in UNDP New York, especially to Almudena 
Fernandez for her close collaboration with the Disaster Team in 
conceptualizing the study and providing technical input. 
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