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MOTION ECONOMIC DEVELOPMENT

Restaurants are an invaluable resource to California’s economy because they provide jobs while
building careers and shaping the culture of our communities. One-third of all restaurants in the State are
located in Los Angeles County. The diversity of Los Angeles and mix of cultures from around the world
make the City a unique location to start a business in the restaurant industry.
There is a growing need to assist new and existing businesses in the restaurant industry.
According to the Los Angeles County Economic Development Corporation’s June 2017 report, LOS
ANGELES: People, Industry and Jobs 2016-21, the food services and drinking places industry is
consistently the largest private sector industry in terms of employment in Los Angeles County. Jobs in
the food services industry are a vital pathway to economic security and home ownership for Angelenos.
Unfortunately, operating a successful restaurant is difficult. Sixty percent of restaurants don’t
make it past their first year and eighty percent go out of business within five years. Restaurant owners are
faced with many challenges such as low profit margins, expensive real estate and leases, payroll and
benefit costs, and rising costs of quality ingredients. Owning a business in general, especially a small
business, can be financially challenging when factoring in required costs such as insurance and business
taxes.
Over the years, the City of Los Angeles has offered various incentives and exemptions to small
and new businesses, including restaurants. The Small Business Exemption is currently in place to exempt
certain businesses from paying a gross receipts tax and applies to small businesses that do not have
taxable and nontaxable gross receipts exceeding $100,000 from within and out of the City. The New
Business Exemption, which has expired, applied to brand new businesses in the City or an existing
business from outside the City that relocates to the City. Additionally, the City offers the Restaurant and
Small Business Express Program, which helps facilitate the plan approval process for all restaurants and
other small businesses. This program is within the Case Management Network, a joint effort between
City Planning, Eire Department, Bureau of Sanitation, Public Health Department, Department of Water
and Power, and the Department of Building and Safety.
To help restaurants remain economically viable, the City should work to improve their success.
Additional financial incentives and business support programs for restaurants could encourage current
street vendors, food trucks and catering businesses to open brick and mortal- restaurants or assist an
existing business in keeping its doors open.
I THEREFORE MOVE that the Office of Finance, with the assistance of the City Administrative
Officer, be instructed to report on the business tax rate of restaurants in the City, including the various
sizes and categories of restaurants, and the fiscal impact of reducing or eliminating the gross receipts tax
for new and existing restaurants.
1 FURTHER MOVE that the Economic Development Department be instructed to report on
existing programs within the BusinessSource Centers to assist individuals interested in opening a
restaurant or existing businesses owners needing financial assistance or guidance to sustain their
restaurant business, and to make recommendations on other programs of services that would benefit the
food services industry.

PRESENTED,

^A&vuqzl
MONICA RODRIGUEiU
Councilwoman, 7th District

SEP 2 i 20)3
*■‘5

SECONDED BV

