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Los Angeles is often synonymous with Hollywood, but its economy consists of much 
more than the entertainment industry. In addition to hosting world-class entertainment 
and media, Greater Los Angeles is a diverse and export-oriented economy powered 
by aerospace, technology, petroleum, and manufacturing. The port of Los Angeles 
and Long Beach comprises one of the world’s busiest ports and a key link to the 
Pacific Rim. Overall, the Los Angeles metro area generated $765.7 billion in gross 
metro product in 201232—the second-highest in the U.S. and greater than those of 
Switzerland and Saudi Arabia. Los Angeles’s output would make it the 19th-largest 
economy in the world.33  
 
Greater Los Angeles is home to 13 million people, with 3.8 million living in the city. 
The city has a rich arts and cultural community along with prominent universities. 
The United States’ second-largest economic center attracts highly skilled and 
talented individuals due to the employment opportunities, beaches, and cultural 
attractions of the city. Los Angeles has a burgeoning start-up scene, but, like any 
large city, faces challenges to maintain its competitiveness. 

LOS ANGELES, CALIFORNIA 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 Los Angeles, California

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

Starting a Business 4 5 $150
Dealing with Construction 
Permits 14 105 $85,841

Registering Property 5 10 $28,318

Paying Taxes 38 — $275,766

Enforcing Contracts 23 305 $545

Among the cities under review, the 2014 Regulatory Climate Index ranks Los Angeles 
in eighth position, with the first place representing the most efficient regulatory 
environment. 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 Los Angeles ranks eighth overall (score of 47.9), 
it ranks as tied for first in Starting a Business (99), ninth in Dealing with Construction 
Permits (53), seventh in Registering Property (52), 10th in Paying Taxes (0), and ninth 
in Enforcing Contracts (35).
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Los Angeles is below the average performance of the 10 cities covered in the report in 
2014, ahead of only San Francisco and New York City. 

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

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

Conclusion 

• Los Angeles and San Francisco are tied for the top spot for Starting a Business. 
Starting a new business in Los Angeles takes the lowest number of procedures, a 
minimal amount of time, and the lowest administrative costs. 

• Los Angeles has a low number of procedures for compliance in Dealing with 
Construction Permits and Registering Property, which shows the city has made an 
effort to streamline regulatory procedures. 

• Los Angeles has placed a temporary exemption of the business license tax on new 
firms opening from 2010 to 2015 for the first three years of operation. 

• Los Angeles ranks poorly in Dealing with Construction Permits. The city has a long 
waiting time and a costly process for attaining a commercial construction permit. 
The waiting time is largely attributed to the zoning and environmental review. Los 
Angeles’s high cost for permits—nearly 3% of total cost of construction—is driven by 
the city’s fees for building permit plan and approval. New commercial office buildings 
over $500,000 are required to pay an arts development fee of $1.57 per square foot. 
This translates to $23,550 for the type of project covered in this report.

• Los Angeles ranks near the bottom in Registering Property due to higher waiting 
times and administrative costs for transferring commercial real estate. The city has 
a high real estate transfer tax that places additional burdens on small businesses 
when transferring commercial property through a sale. 

• Entrepreneurs and small businesses face the most burdensome tax system of the 
cities covered in this report. In Los Angeles, small companies face high corporate 
tax rates and additional regulations, such as franchise taxes. Los Angeles profes-
sional service companies are required to pay business license taxes based on gross 
receipts from previous years. While there is currently a tax exemption for new 
businesses for the first three years of operation, because this is not a permanent 
alleviation of the tax, it is included in the analysis. 

Where Los Angeles 
Is Doing Well

Where Los Angeles 
Needs Improvement 

City Initiatives 

• Los Angeles ranks near the bottom in Enforcing Contracts. This position is a result 
of a high number of procedures and a waiting time of nearly a calendar year through 
the litigation phase. 

Los Angeles’s business community, local governments, universities, and nonprofits 
have developed a strategy to enhance the city’s competitiveness and build the local 
economy. The Los Angeles Area Chamber of Commerce has specifically led an effort 
to strengthen the start-up and entrepreneurial environment in the city. Together 
with the U.S. Small Business Administration, the local chamber launched its Bixel 
Exchange program. The Bixel Exchange is a small-business development center that 
focuses on technology start-ups and provides entrepreneurs with access to legal 
advice, angel investors, mentors, and networking programs. The LA Chamber’s 
initiative complements an impressive roster of incubators in Los Angeles, including
LA Cleantech, Amplify.LA, and Start Engine. The business community is also working 
with programs at local universities—USCViterbi and Startup UCLA—to foster a 
vibrant entrepreneurial community. 

Access to capital is a critical part of a successful start-up environment. The business 
community and city have worked together to bolster those resources for entrepreneurs 
and small businesses. The Los Angeles Development Fund (LADF) and Los Angeles 
BusinessSource provide start-up capital and financing for the expansion of small 
businesses. The LADF gives entrepreneurs access to capital so that they establish or 
expand businesses, and it generates private investment in businesses.34 Further, Los 
Angeles is a prominent city for venture capital, with more than $1.6 billion, or 6.2% 
of the U.S. total, to aid in the development of high-growth companies.35 These factors 
are positive attributes for the future of the Greater Los Angeles economy. 

Along with developing a vibrant start-up environment, Greater Los Angeles has a 
campaign to prepare an educated workforce, enhance the quality of life, and build an 
infrastructure fit for economic growth. Importantly, this campaign includes creating 
a business-friendly environment that will allow the companies that emerge from pro-
grams like the Bixel Exchange and LA Cleantech to become high-growth companies. 

Los Angeles has room for significant improvements across four areas of business 
regulation. For example, the city has streamlined a number of procedures for Dealing 
with Construction Permits, but the process lacks efficiency and high costs for admin-
istrative compliance. Further, the city should make the tax exemption for business 
licenses for new firms permanent. Los Angeles is endowed with a diverse economy, 
venture capital, and conditions to foster a vibrant start-up community. Improving the 
local regulatory environment for entrepreneurs and start-ups will be necessary for a 
vibrant economy to flourish.
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Area 1. 
Starting a Business

DETAILED CITY DATA

LOS ANGELES, CALIFORNIA
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. 
Los Angeles’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 $70

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 $70
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

— — —

1.3.1 Register with Department of Labor — — —

1.4 Comply with any local regulations, including 
registrations, licenses, and publication requirements — — —

1.4.1 Obtain necessary business and/or professional 
license and comply with specific requirements — — —

 TOTALS 4 5 $70

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

Starting a Business 4 5 $70
Dealing with Construction Permits 14 105 $85,841
Registering Property 5 10 $28,318
Paying Taxes 38 — $275,766
Enforcing Contracts 23 305 $545

METROPOLITAN AREA

POPULATION GROWTH 
2011!2012

0.83%
ENTREPRENEURS PER 100,000 PEOPLE 
2012 

530
GDP
2012

$765,759,000
SMALL ENTERPRISES 
LESS THAN 20 EMPLOYEES

210,139

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

31%

ESTABLISHMENTS THAT SHUT DOWN 
2013

35,685

POPULATION
2012

13,052,921
FORTUNE 500 HEADQUARTERS
2012

19

GDP GROWTH
2013

4.58%
MEDIUM ENTERPRISES 
20!499 EMPLOYEES

41,992
REAL GDP PER CAPITA
2012

$51,404
NEW ESTABLISHMENTS
2013

31,680

LOS ANGELES, CA
LONG BEACH, CA
SANTA ANA, CA

CIVILIAN UNEMPLOYMENT RATE 
OCTOBER 2013

8.6%

Sources: U.S. Census Bureau, Kauffman Foundation, Regulatory Climate Index
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Phase Name of Procedure Procedures Time Cost

2.1 Pre-Construction 9 100 $85,739

2.1.1 City Planning department 2 75 $6,447

2.1.1.1 Submit the Zoning Diagram 1 30 $4,167

2.1.1.2 Submit City Environmental Quality Review Form to 
Department of Environmental Protection 1 45 $2,280

2.1.2 Department of Buildings 6 24 $77,709

2.1.2.1 Submit compliance forms of Building Code to 
Department of Buildings (DoB) — — —

2.1.2.2 Request & obtain approval and permit from DoB 5 23 $73,354

2.1.2.2.1 Request & obtain plan approval from DoB 1 0 $0

2.1.2.2.2 Request & obtain work permit from DoB 4 23 $73,354

2.1.2.2.2.1 Building permit 1 20 $66,308

2.1.2.2.2.2 Electrical permit 1 1 $2,131

2.1.2.2.2.3 Plumbing permit 1 1 $3,700

2.1.2.2.2.4 Mechanical permit 1 1 $1,215

2.1.2.3 Grading permits or other procedures 1 1 $4,355

2.1.3 Department of Transportation 1 1 $1,583

2.1.3.1 Request & obtain permit from Dept. of Transportation (DoT) 1 1 $1,583

2.2 Post-Construction 5 5 $102

2.2.1 Department of Planning — — —

2.2.1.1 Receive on-site inspection by zoning — — —

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

2.2.2 Department of Buildings 5 5 $102

2.2.2.1 Request & obtain on-site inspection approval by DoB 1 1 $0

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

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

2.2.2.4 Receive on-site plumbing inspection and obtain approval 1 1 $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 1 $102

2.2.3 Department of Transportation — — —

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

TOTALS 14 105 $85,841

Phase Name of Procedure Procedures Time Cost

3.1 Obtain a Title Report 3 8 $5,858

3.1.1 Request and obtain title report 2 5 $250
3.1.2 Purchase title insurance policies 1 3 $5,608
3.2 Title Transferring 1 1 $22,400

3.2.1 Real estate transfer tax 1 1 $22,400
3.3 Title Recording 1 1 $60

3.3.1 Public recordation 1 1 $38 
3.3.2 Mortgage recording tax — — —
3.4 Additional Procedures — — —

3.4.1 Real property transfer tax — — —
 TOTALS 5 10 $275,766

Phase Name of Procedure Procedures Time Cost

5.1 Commencing Litigation Phase 6 40 $435

5.2 Attachment Request Phase 3 0 $25

5.3 Litigation Phase 10 225 $60

5.4 Enforcement of Judgment 4 40 $25

TOTALS 23 305 $545

Phase Name of Procedure Payments per Year Statutory Tax

4.1 Corporate Tax 4 $53,040

4.1.1 Corporate income tax – state, county, city 4 $53,040
4.2 Employment Tax 24 $164,570

4.2.1 Employer paid – hospital insurance contributions 12 $137,370
4.2.2 Employer paid – state unemployment tax (new hire) 12 $27,200
4.2.3 Employer paid – commuter transportation mobility tax — —
4.3 Operating Tax 4 $14,400

4.3.1 Sales tax – state, county, city 4 $14,400
4.4 Additional Local Regulations & Procedures 6 $43,756

4.4.1 License tax (selective and max) 1 $20,280
4.4.2 State disability insurance or employee 4 $20,176
4.4.3 State employee expense tax — —
4.4.4 State franchise tax 1 $3,300

TOTALS 38 $275,766

 Area 3. 
Registering Property

Area 5. 
Enforcing Contracts

Area 2. 
Dealing with Construction Permits

Area 4. 
Paying Taxes
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