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Chicago has evolved from an industrial and manufacturing powerhouse in the late 
1800s into the third-largest economic center in the United States. The Greater Chicago 
region is home to the headquarters of a number of innovative Fortune 500 U.S. 
companies and foreign-based companies. Greater Chicago’s economy still relies 
on a strong industrial and manufacturing base along with leading companies in 
information technology, pharmaceuticals, and other research and development sectors. 

Chicago’s diverse economy generated $571 billion in 201224—greater than the 
output of Belgium and Norway.25 The city’s international airport and shipping port 
provide businesses with access to locations across the globe. Greater Chicago has 
a population of 9.5 million, with more than 2.7 million in the city.26 The metro area 
boasts world-class research universities and higher-education institutions that 
help attract talented and skilled individuals from all over the world. 

CHICAGO, ILLINOIS Understanding and improving the regulatory environment in a city begins with an 
assessment of the burden and complexity that businesses incur when complying 
with local business regulations. The city-level data are derived from local laws and 
regulations; they are then verified by local government officials, professionals, and 
experts. Each of the five areas of business regulation has three components: the 
number of procedures, time (measured in business days), and costs required for 
compliance with local regulations in the city (Table 1).

2014 Regulatory 
Climate Index

Table 1. 
Regulatory Environment in Chicago, Illinois

Area of Business 
Regulation Number of Procedures Time (days) Cost

Starting a Business 7 32 $900
Dealing with Construction 
Permits 17 82 $29,830

Registering Property 5 8 $55,888

Paying Taxes 33 — $248,570

Enforcing Contracts 18 141 $543

Among the cities under review, the 2014 Regulatory Climate Index ranks Chicago in 
seventh position, with the first place representing the most efficient regulatory envi-
ronment. The Technical Appendix provides a detailed description of the construction 
of the Index.

Benchmarking 
against Others

Table 2. 
Overall Scores and Ranking of 10 Cities

City Overall Score Ranking

Dallas 89.5 1
St. Louis 85.2 2
Raleigh 73.7 3
Boston 73.3 4
Atlanta 72.7 5
Detroit 64.9 6
Chicago 52.9 7

Los Angeles 47.9 8
San Francisco 41.3 9
New York City 34.7 10

The overall score of the Regulatory Climate Index is the simple average of the scores of 
five areas of regulation. While Chicago ranks seventh overall (score of 52.9), it ranks 10th 
in Starting a Business (11), seventh in Dealing with Construction Permits (61), sixth in 
Registering Property (71), eighth in Paying Taxes (38), and first in Enforcing Contracts 
(83).
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• Chicago ranks first in the area of Enforcing Contracts. Entrepreneurs and small 
businesses can expect a predictable and efficient legal environment in Chicago, 
with a low number of procedures and short waiting time compared to those of other 
cities. The administrative costs of Enforcing Contracts put Chicago in the middle of 
the cities covered in this report.

• Chicago has competitive elements across specific areas of business regulation. For 
example, Chicago performs relatively well in the number of procedures and time 
for the area of Registering Property. Further, the cost of Dealing with Construction 
Permits in Chicago is about 1% of total construction costs, which is the average 
across the cities covered in the report. 

• Chicago performs poorly in the area of Starting a Business due to the number of 
procedures, waiting time, and costs required for compliance. In Chicago, an entre-
preneur starting a limited liability company in the professional services industry 
must apply for a business license through the mail. The application for a license 
takes 28 days for approval and must be completed before a business can operate. 
Most of the cities covered in this report grant online approval in one business day 
for this process. Chicago’s costs are also the highest compared with those of the 
nine other cities. 

• While Chicago has an average performance of procedures and time for Registering 
Property, the city’s costs are burdensome for small companies to initiate the transfer 
of property. Outside of New York, Chicago has the highest real estate transfer taxes 
at the state, county, and city levels. 

• Chicago has one of the highest tax burdens for entrepreneurs and small businesses, 
which places the city near the bottom of Paying Taxes. The city has the highest 
levels of corporate, employment, and operating taxes across the cities covered in 
the report. Chicago also places additional taxes on entrepreneurs in the form of 
state employee expense taxes. 

Chicago outperforms the other three large cities measured by the Index—Los Angeles, 
San Francisco, and New York City. However, Chicago is below the average performance 
of the 10 cities covered in the report in 2014. 

Table 3.
Scores of 5 Areas of Regulation of 10 Cities

Where Chicago 
Needs Improvement 

Where Chicago Is 
Doing Well

Conclusion 

City Initiatives Chicago has made government effectiveness in regulation a top priority. In 2011, 
the city was awarded $6 million in grants from Bloomberg Philanthropies to deliver 
efficiency to city government and better services to taxpayers through an Innovation 
Delivery Team. Portions of this grant were dedicated to improving the city’s business 
environment. The mayor’s office opened the City Hall Small Business Center and 
appointed a Chief Small Business Officer to provide a one-stop-shop for permits and 
licenses for small business owners and entrepreneurs. Chicago’s efforts to simplify 
and streamline the business licensing system have resulted in a 60% reduction in 
the number of licenses required, which have saved businesses more than $2 million. 
These efforts are an important part of improving the way small businesses and 
entrepreneurs interact with city-level business regulations.

Chicago has made transformative changes on local policy issues—such as infrastructure, 
small business and job creation, and government effectiveness—in the past few 
years. The city has worked with outside experts to develop the Chicago Infrastructure 
Trust, an expansive public–private partnership to fund infrastructure projects of the 
future. The program uses private capital to invest in projects based on merit and 
evidence rather than on political clout. Project funds are committed to Chicago’s core 
economic strengths, such as advanced manufacturing, exports, and innovation, to 
tackle such pressing issues as poverty and access to technology. 

The mayor’s office has launched Chicago’s first Neighborhood Small Business Growth 
Strategy to make resources and services available through the city’s 73 neighborhood 
chambers of commerce and to strengthen ties between entrepreneurs and communities. 
Chicago has also associated with Goldman Sachs’ 10,000 Small Businesses initiative
for a $25 million program to provide the city’s small businesses with education, business 
support services, and access to capital. The city has also started a $1 million nonprofit 
lending program—Chicago Microlending Institute—to provide loans to small businesses. 
In 2013, the program delivered $650,000 in microloans to more than 80 small businesses 
across the city. 

Chicago can improve its antiquated process of starting a business and granting 
approval of professional services LLCs through the mail as well as cut down on the 
waiting time required for business operations. This would result in a significant 
improvement in the rankings. Other areas, such as the overall tax burden facing 
entrepreneurs, could prove to be a long-term challenge. 

Overall, Chicago’s regulatory environment does not compare favorably to those of the 
other cities covered in the report. Nevertheless, relative to the largest cities—Los 
Angeles and New York City—Chicago’s overall regulatory environment performs well. 
There are also encouraging signs that the city is taking its regulatory burden seriously, 
particularly for small businesses. 

Highest Score
Lowest Score

Starting 
Business Construction Registering 

Property
Paying 
Taxes

Enforcing 
Contracts Overall

Dallas 80 92 98 100 77 89.5
St. Louis 98 90 100 56 83 85.2
Raleigh 85 99 76 63 45 73.7
Boston 75 86 74 50 81 73.3
Atlanta 86 65 77 58 78 72.7
Detroit 98 60 51 64 53 64.9
Chicago 11 61 71 38 83 52.9

Los Angeles 99 53 52 0 35 47.9
San Francisco 99 0 51 10 46 41.3
New York City 29 72 0 53 20 34.7
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Area 1. 
Starting a Business

DETAILED CITY DATA

CHICAGO, ILLINOIS
The rankings are based on five areas of business regulation for starting and operating 
a business in the United States. These areas are Starting a Business, Dealing with 
Construction Permits, Registering Properties, Paying Taxes, and Enforcing Contracts. 
In order to measure the regulations necessary to start and operate the business, 
we examine the combination of required procedures, time, and costs. Chicago’s 
detailed findings can be seen below. 

Phase Name of Procedure Procedures Time Cost

1.1
Reserve the company’s business name, file 
the company’s articles of organization, and adopt the 
company’s operating agreement

2 3 $600

1.1.1 Check availability of entity name with the Secretary of State 1 1 $0
1.1.2 Incorporate LLC with Secretary of State 1 2 $600
1.2 Apply for EIN for tax and employer purposes 2 2 $0

1.2.1 Federal procedure (uniform) 1 1 $0
1.2.2 State tax procedure 1 1 $0

1.3 Register as an employer with the unemployment 
insurance division of the state’s department of labor 1 1 $0

1.3.1 Register with Department of Labor 1 1 $0

1.4 Comply with any local regulations, including 
registrations, licenses, and publication requirements 2 26 $300

1.4.1 Obtain necessary business and/or professional 
license and comply with specific requirements 1 25 $50

 TOTALS 7 32 $900

Area of Business Regulation Number of Procedures Time (days) Cost

Starting a Business 7 32 $900
Dealing with Construction Permits 17 82 $29,830
Registering Property 5 8 $55,888
Paying Taxes 33 — $248,570
Enforcing Contracts 18 141 $543

METROPOLITAN AREA

POPULATION GROWTH 
2011!2012

0.28%
ENTREPRENEURS PER 100,000 PEOPLE 
2012 

230
GDP
2012

$571,008,000
SMALL ENTERPRISES 
LESS THAN 20 EMPLOYEES

142,451

PERCENTAGE OF RESIDENTS WITH A BACHELOR’S 
DEGREE OR HIGHER
2013

34%

ESTABLISHMENTS THAT SHUT DOWN 
2013

23,377

POPULATION
2012

9,522,434
FORTUNE 500 HEADQUARTERS
2012

29

GDP GROWTH
2013

4.11%
MEDIUM ENTERPRISES 
20!499 EMPLOYEES

17,413
REAL GDP PER CAPITA
2012

$51,350
NEW ESTABLISHMENTS
2013

14,159

CHICAGO, IL
JOLIET, IN
NAPERVILLE, WI

CIVILIAN UNEMPLOYMENT RATE 
OCTOBER 2013

8.3%

Sources: U.S. Census Bureau, Kauffman Foundation, Regulatory Climate Index



!"#$%&'()))*"+,-.$&/0(1-%2.$"()'3"4

$$$%

Phase Name of Procedure Procedures Time Cost

2.1 Pre-Construction 8 64 $29,710

2.1.1 City Planning department 1 30 $3,000

2.1.1.1 Submit the Zoning Diagram 1 30 $3,000

2.1.1.2 Submit City Environmental Quality Review Form to 
Department of Environmental Protection  — — —

2.1.2 Department of Buildings 6 33 $26,700

2.1.2.1 Submit compliance forms of Building Code to 
Department of Buildings (DoB) 2 2 $0

2.1.2.2 Request & obtain approval and permit from DoB 4 31 $25,200

2.1.2.2.1 Request & obtain plan approval from DoB 2 30 $0

2.1.2.2.2 Request & obtain work permit from DoB 2 1 $25,200

2.1.2.2.2.1 Building permit 2 1 $25,200

2.1.2.2.2.2 Electrical permit — — —

2.1.2.2.2.3 Plumbing permit — — —

2.1.2.2.2.4 Mechanical permit — — —

2.1.2.3 Grading permits or other procedures 0 0 $1,500

2.1.3 Department of Transportation 1 1 $10

2.1.3.1 Request & obtain permit from Dept. of Transportation (DoT) 1 1 $10

2.2 Post-Construction 9 18 $120

2.2.1 Department of Planning 1 10 $120

2.2.1.1 Receive on-site inspection by zoning 1 10 $120

2.2.1.2 Request & obtain on-site inspection approval by 
Department of Environmental Protection — — —

2.2.2 Department of Buildings 8 8 $0

2.2.2.1 Request & obtain on-site inspection approval by DoB 4 4 $0

2.2.2.2 Receive on-site electric inspection and obtain approval 1 0 $0

2.2.2.3 Receive on-site mechanical inspection and obtain approval 1 0 $0

2.2.2.4 Receive on-site plumbing inspection and obtain approval 1 0 $0

2.2.2.5 Receive on-site inspection regarding grading permit 
or others — — —

2.2.2.6 Request & obtain Occupancy Certificate from the DoB 1 4 $0

2.2.3 Department of Transportation — — —

2.2.3.1 Request & obtain on-site inspection by DoT — — —

TOTALS 17 82 $29,830

Phase Name of Procedure Procedures Time Cost

3.1 Obtain a Title Report 3 6 $7,800

3.1.1 Request and obtain title report 2 3 $350
3.1.2 Purchase title insurance policies 1 3 $7,450
3.2 Title Transferring 1 1 $48,000

3.2.1 Real estate transfer tax 1 1 $48,000 
3.3 Title Recording 1 1 $88

3.3.1 Public recordation 1 1 $88 
3.3.2 Mortgage recording tax — — —
3.4 Additional Procedures — — —

3.4.1 Real property transfer tax — — —
 TOTALS 5 8 $55,888

Phase Name of Procedure Procedures Time Cost

5.1 Commencing Litigation Phase 5 0 $543

5.2 Attachment Request Phase 2 60 $0

5.3 Litigation Phase 8 81 $0

5.4 Enforcement of Judgment 3 0 $0

TOTALS 18 141 $543

Phase Name of Procedure Payments per Year Statutory Tax

4.1 Corporate Tax 4 $57,000

4.1.1 Corporate income tax – state, county, city 4 $57,000 
4.2 Employment Tax 24 $176,290

4.2.1 Employer paid – hospital insurance contributions 12 $143,090 
4.2.2 Employer paid – state unemployment tax (new hire) 12 $33,200 
4.2.3 Employer paid – commuter transportation mobility tax — —
4.3 Operating Tax 4 $14,800

4.3.1 Sales tax – state, county, city 4 $14,800 
4.4 Additional Local Regulations & Procedures 2 $480

4.4.1 License tax (selective and max) 1 $0 
4.4.2 State disability insurance or employee — —
4.4.3 State employee expense tax 1 $480
4.4.4 State franchise tax — —

TOTALS 33 $248,570

 Area 3. 
Registering Property

Area 5. 
Enforcing Contracts

Area 2. 
Dealing with Construction Permits

Area 4. 
Paying Taxes
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