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FOREWORD

Economic Opportunity in Boston: An Index of Economic Opportunity for Small Entrepreneurs

provides a first look at the costs of regulatory mandates on small business in Boston. In the absence of

other serviceable attempts to assess the consequences of regulatory barriers on small businesses, it seeks

to establish a framework for measuring the cost of regulation and for weighing these costs against the

benefits they may provide.

The preparation of the Index was motivated by the question of whether and to what degree an en-

trepreneurially inclined individual, who is able and hardworking, can succeed in Boston today. With a

proud history firmly anchored in enterprise, New England—and Boston in particular—has long enjoyed

the reputation of having provided a cultural and political climate beneficial to small entrepreneurs and

promoting the mercantile talent of its citizens.

The evidence collected in this paper, however, attests to the fact that the regulatory system cur-

rently practiced in Boston has erected strict and expensive barriers to market entry that severely deter

micro-level entrepreneurs. It shows that regulatory systems developed over time and at different levels of

authority, and submits that political decision-makers are slow to adapt outmoded rules to current

conditions. The paper further suggests that few, if any, public resources are devoted to tracking the effects

of regulations that have been enacted and enforced. Faced with this evidence, we are left to conclude that

existing requirements for small businesses, however ostensibly providing a public service, do not always

follow a rational path nor do they encourage small-scale entrepreneurs to persevere and expand.

These developments are unfortunate and give reason for pause. A rich literature on entrepreneur-

ship clearly shows that successful entrepreneurship depends not only on the talents and commitment of

individuals, but on the cultural and political environment in which they live. Today, as in the past, the

contributions of small entrepreneurs are vital for the creation and maintenance of a dynamic economy that

serves the well-being and advancement of all. Hence, it is of great importance that an environment be

maintained that is conducive to their activities.

Using the information the Index provides, we can begin to explore how a political culture can be

forged that consistently fosters entrepreneurship in Boston and elsewhere.

Brigitte Berger, October 1999

Brigitte Berger is professor emeritus of sociology at Boston University and editor of The Culture

of Entrepreneurship (San Francisco: ICS Press, 1991).
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EXECUTIVE SUMMARY

This first edition of the Index of Economic Opportunity seeks to quantify the regulatory barriers

to opening a small business in the City of Boston. The underlying premise of the Index is that regulation

of small businesses by state and city governments should seek to protect public health and safety without

unduly limiting economic opportunity. Regulations that go beyond reasonable protection of public health

and safety, whether administered at the state or city level, may actually compromise these goals.

Procedures that are more arduous than necessary act as a disincentive to both compliance and entrepre-

neurship.

The Index was developed by surveying city and state regulations that apply to 15 occupations or

business areas, including required licenses and permits, fees, and zoning ordinances. Specific business

areas were chosen because they have historically required minimal capital investment and little formal

education. These 15 occupations have in the past offered immigrants and others a means out of poverty.

Five questions were asked of each business area to determine whether a significant regulatory

burden exists. “Yes” and “No” entries were made for each question in each business area. The calculated

index of economic opportunity for 1999 is 44 percent, which represents the ratio of “No” entries (33) to

the total number of entries (75). By the scale devised, a value of 100 percent indicates relatively

unfettered economic opportunity, while values at the low end indicate that the regulatory barrier is

significant and economic opportunity is severely restricted. The 1999 figure of 44 percent suggests that

the 15 business areas surveyed have, on average, a medium level of economic opportunity. A comparable

percentage figure for each business area can be estimated by multiplying the number of “N” entries by 20.

For example, street vendors, with no “N” entries, have a level of economic opportunity equivalent to zero

on this scale, while flower shop owners, who are subject to fewer regulations, have a level of economic

opportunity equal to 80 percent.1

The survey questions are as follows:

1. Is a license required by the state or city?
2. Is a special permit required by the city?
3. Is the business regulated by two or more agencies?
4. Is the application process burdensome? 2

5. Is the zoning process for a home-based business burdensome?

                      
1 Given the limited number of questions asked, values calculated for individual business areas must be interpreted carefully.
Substantial regulatory issues also exist for specific occupations, such as housing policies to regulate small property owners, and
are not accounted for in this survey.
2 This includes fees and mandated costs.
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Table 1. Survey Data, by occupation or business area

Questions
Type of business or
occupation

1 2 3 4 5 Economic Opportunity
# of “N” entries (%)

Cleaning Services N N N N N 5 (100)
Sewing/Alterations N N N N N 5 (100)
Shoe repair N N N N N 5 (100)
Small appliance repair N N N N N 5 (100)
Flower shops N Ya N N N 4 (80)
Home improvement Y N N N N 4 (80)
Owner-occupied rental N N Y N Y 3 (60)
Small grocery store N Y Y Y NA 1 (20)
Catering N Y Y Y Yb 1 (20)
In-home day care Y Y Y Y Y 0 (0)
Take-out restaurant Y Y Y Y NA 0 (0)
Taxicabs Y Y Y Y NA 0 (0)
In-home food preparation Y Y Y Y Yc 0 (0)
Beauty shops Y Y Y Y Y 0 (0)
Street vendors Y Y Y Y Yd 0 (0)

a Special permits are required by flower shops if they wish to display flowers on the sidewalk in front of their stores.
b All catering services in Boston must be based out of a restaurant. That catering from home is illegal counts for the purpose of
the Index as a “Y.”
c All in-home food preparation for commercial purposes is illegal in Boston. “Y” responses are recorded in each category to
indicate that it is illegal to prepare food in one’s home to sell from home, at another place of business, or to another business.
d Street vendors selling food are not allowed to base their operations out of a home. Instead, they must work from a city-
sanctioned restaurant.

The survey and interviews with entrepreneurs and small business owners reveal regulatory costs

that effectively limit access to ownership of taxicabs and hair salons, for example, and impede the growth

of caterers, among others. When economic freedom is restricted in these areas of the entrepreneurial

economy, the impact on urban neighborhoods can be especially adverse, as small businesses are a critical

source of job creation in America’s cities.

Pioneer Institute plans to build on the 1999 baseline data and update the Index annually.

Over the long term, the Index will be refined to facilitate comparisons with other cities across the

Commonwealth and around the country. Inter-city “snapshots” will allow urban policymakers to

periodically assess the costs and benefits of the policies they develop and enforce. As data are

collected for other cities, what is now a snapshot of regulations in one city may become a more

comprehensive topographical map of urban economic opportunity. The intent is to provide a point

of departure for critical analysis of state and city regulations—and encourage discussion of regu-

lation among public officials and policymakers.



ECONOMIC OPPORTUNITY IN BOSTON:

AN INDEX OF THE REGULATORY CLIMATE FOR SMALL ENTREPRENEURS

INTRODUCTION

The Index of Economic Opportunity provides a snapshot of the regulatory requirements for

opening a small business in Boston. Reporting on a survey of 15 business and occupational areas that

have historically provided economic opportunities for aspiring entrepreneurs, the Index seeks to identify

barriers to marketplace entry and impediments to business growth. The Index looks at five different areas

of regulation for each of the 15 business and occupational areas, fields of enterprise that for many

individuals mark their first business ownership experience.

Entrepreneurial indices often strive to determine a city’s entire business climate by including

businesses ranging from high-tech start-ups to established financial firms with prospects for growth.

Recent annual reviews of Boston’s overall entrepreneurial environment have been mixed, as measured by

Dun & Bradstreet for Entrepreneur magazine.3 These rankings rely on broad-based indicators of

economic opportunity.

The aim of this Index is much more modest. It seeks not to study Boston’s business climate as a

whole, but rather one small but important sector: occupations that have historically required little formal

training and a relatively small amount of capital expenditure. When economic opportunity is restricted in

this area of the economy, the impact on urban neighborhoods can be especially adverse, as small

businesses are a critical source of job creation in America’s cities.

The underlying premise of the Index is that regulation of small businesses by state and city gov-

ernments should seek to protect public health and safety without unduly limiting economic opportunity.

Regulations that go beyond reasonable protection of public health and safety, whether administered at the

state or city level, may actually compromise these goals. Compliance procedures that are more arduous

than necessary act as a disincentive to both compliance and to entrepreneurship.

The Index of Economic Opportunity will allow state and city policymakers to assess whether the

regulatory environment fosters or impedes the efforts of urban entrepreneurs. It will provide a point of

departure for critical analysis of state and city regulations—and encourage discussion of regulation

among public officials and policymakers.

                      
3 For a report on the 1997 study, see http://www.entrepreneurmag.com/entmag/cities_intro.hts.
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THE SURVEY

Description of Business and Occupational Areas

The following descriptions provide a brief summary of the 15 occupational or business

areas surveyed, and the relevant state and city regulations that govern each.

Cleaning services that provide residential maid services, sewing and alteration shops,

shoe repair shops, small appliance repair shops, and flower shops are not governed by any

specific regulations.

Home improvement contractors are regulated under chapter 453, Acts of 1991, Massa-

chusetts General Laws c 142A, 780 CMR-R6, and the Home Improvement Contractor Registra-

tion Office, which registers “all persons, individuals, proprietorships, partnerships, corporations,

who solicit, bid on, or perform residential contracting as a contractor or subcontractor on an ex-

isting one to four-unit owner-occupied residential building.”

Owner-occupied rental property includes those who wish to earn money by renting

three or fewer rooms in a house they own and occupy. A house with four or more unrelated peo-

ple living together falls under Boston’s classification of a boarding house, a special zoning desig-

nation with its own set of rules and regulations.

Small grocery stores are mom-and-pop operations that sell limited foodstuffs, primarily

non-perishable goods, and other convenience items. They are governed by state laws and munici-

pal statutes, including extensive health codes at both levels.

Catering businesses must operate out of restaurants and cannot operate out of a home ac-

cording to state regulations (Department of Public Health, Commonwealth of Massachusetts, 105

CMR, 590.033). Caterers must hold a “food establishment permit” for each city or town in which

they will serve food. In Boston, restaurant operations (and thus catering businesses) are subject to

extensive zoning and health codes.

In-home day care regulations enforced by the state allow for the care of up to six chil-

dren. The state Office of Child Care Services presides over a complex application process, gov-

erned in part by state regulations, 102 CMR 8.00. A “Family Child Care Home” is defined as one

in which “Any private resident that, on a regular basis, receives for temporary custody and care

during part or all of the day, children younger than seven years old, or children younger than 16

years old if such children have special needs; provided, however, that the total number of children

younger than 16 years old in a family child care home shall not exceed six, including participat-

ing children living in the residence. Family child care home shall not mean a private residence

used for an informal cooperative arrangement among neighbors or relatives, or the occasional

care of children with or without compensation therefor.”



Economic Opportunity in Boston

3

Take-out restaurants are subject to numerous special regulations. Zoning requirements

are especially strict and difficult to negotiate. In addition, multiple permits, based on the type of

food and drink to be served, are required. The state code, 105 CMR 590.000 - 595.000, governs

all food establishments and has several specific sections on take-out restaurants.

Taxicabs are regulated primarily by the Boston Police Hackney Carriage Unit. A medal-

lion is the license to own a taxicab. The Department of Public Utilities is responsible for setting

the number of medallions that may be issued. Five associations of taxicabs collectively own about

two-thirds of the medallions in Boston.4 Few taxicab drivers own medallions, since the price is

often prohibitively high; instead they tend to lease from owners.

In-home food preparation of any kind for sale from or outside the home is illegal in

Boston. The danger to the public health has been deemed by the city to be too great. As one offi-

cial at the Inspectional Services Department explained, “We can’t have people selling sausages

from their front yard.”

Beauty shops include hair services of various types and manicuring services, all gov-

erned under the Code of Massachusetts Regulations, 240 CMR 1.00-7.00 (June 1994). The requi-

site educational training of 1,000 hours (in an approved cosmetology program) qualifies the

graduate to obtain an operator’s license, Type 2. With this license, the cosmetologist must work

under a “manager” and cannot own or manage an independent operation. After two years of

documented work experience, a Type 1 license may be obtained, with which a cosmetologist may

operate independently. Manicuring licenses are available through training programs of 100 hours.

Many additional hours of training are required to become a licensed barber, an occupation gov-

erned by another state agency, the Board of Registration of Barbers.

Hair-braiding is described by the Massachusetts Board of Registration of Cosmetology as

a “sticky situation.” Requiring great skill and often taking up to eight hours for a single job, hair-

braiding is not an officially mandated part of the cosmetology curriculum. Yet, citing the danger

to public health if the hair-braider ventures into chemical treatments without proper training, the

Board insists that all hair-braiders obtain the full cosmetology license.

Street vendors are heavily regulated by both the state and city. A “transient vendor li-

cense” is required by the Commonwealth for a vendor, the definition of which Massachusetts has

made specific to Boston: a vendor is an “owner of the cart/business/corporation who either per-

sonally or through their employee(s) or agents engages in the sale of, offering to sell, displaying

for sale, demonstrating, distributing sample of, solicitation or taking of orders for any goods or

services in any public way in the City of Boston.”

                      
4 Jennifer Merritt, “Minding the medallions,” Boston Business Journal, August 14-20, 1998, pp. 1, 40.
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Outlaw Caterers

Business is good for caterers Abigail and Mary.5 With 32 part-time employees, they provide healthy
American fare at residential and commercial gatherings in and around Boston. But the business would not
exist at all unless Abigail had started catering from her home, away from the watchful eyes of the catering
cops. Because Boston bans in-home cooking for purposes of retail sales, fledgling caterers operate “on the
sly,” as Abigail explained. Having started the catering business from her kitchen, and then working from a
church kitchen, Abigail emerged (along with business partner Mary) from the “underground” in November
1998. “Everybody starts off illegal in catering,” Abigail admitted, without hesitation. The start-up costs are sim-
ply too great to begin operations within a restaurant, as the Commonwealth of Massachusetts and City of
Boston require of all caterers.

It takes time to establish a clientele and to build up enough business to justify the huge capital expendi-
ture of opening a café or restaurant. The city’s ban prevents underground caterers from advertising openly.
Relying only on word-of-mouth recommendations, they are faced with the same dilemma that confronts an
unlicensed cosmetologist: either stay small—and illegal—or muster the cash and make the time to establish a
“legitimate” business.

Abigail and Mary encountered numerous obstacles in attempting to open their business in time for the lu-
crative Thanksgiving and holiday season. After several trips to the offices of the Inspectional Services De-
partment, and paying an attorney to expedite the licensing and permitting procedures, they were able to open
on time. For the less than two months they were open in 1998, they paid the full $525 in permit fees, as no
pro-rated plan was offered by the city. After the first of the year they were again assessed a bill for $525. For-
tunately, their take-out restaurant facility had been previously zoned for a similar business. Having to obtain a
zoning variance surely would have caused them to miss their opening deadline.

WHAT DOES THE INDEX INDICATE?

A low level of economic opportunity indicates that barriers to entry are considerable, with com-

plex and costly licensure and permitting procedures mandated by both the state and the city. It is difficult,

if not impossible, to operate a business from home (in those occupational areas in which the potential for

in-home business operation exists). Regulatory burden on businesses is substantial.

A medium level of economic opportunity indicates that barriers to entry exist, with some over-

lapping regulation by the state and city. Application processes are unnecessarily difficult. Regulatory

burden on businesses is moderate.

A high level of economic opportunity indicates that barriers to entry are minimal, or absent en-

tirely. Where regulations exist, they are enforced and administered by one agency at one level of

government (state or city). Regulatory burden on businesses is minimal.

SURVEY CATEGORIES

Five regulatory categories were researched for each of the 15 business areas. A “Y” indicates

substantial regulation or burden imposed by the Commonwealth of Massachusetts or City of Boston on a

small business. An “N” indicates that there is no such burden. The five questions are as follows:

1. Is a license required by the state or city?
2. Is a special permit required by the city?
3. Is the business regulated by two or more agencies?

                      
5 The names of the business owners profiled have been changed to protect their identities. All of those profiled are currently
operating in Boston, but wished not to have their names used since they have in the past operated illegally. All facts and
quotations are reported exactly as told during interviews conducted in September 1999.
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4. Is the application process burdensome? 6

5. Is the zoning process for a home-based business burdensome?

Table 1. Survey Data, by occupation or business area

Questions
Type of business or
occupation

1 2 3 4 5 Economic Opportunity
# of “N” entries (%)

Cleaning Services N N N N N 5 (100)
Sewing/Alterations N N N N N 5 (100)
Shoe repair N N N N N 5 (100)
Small appliance repair N N N N N 5 (100)
Flower shops N Ya N N N 4 (80)
Home improvement Y N N N N 4 (80)
Owner-occupied rental N N Y N Y 3 (60)
Small grocery store N Y Y Y NA 1 (20)
Catering N Y Y Y Yb 1 (20)
In-home day care Y Y Y Y Y 0 (0)
Take-out restaurant Y Y Y Y NA 0 (0)
Taxicabs Y Y Y Y NA 0 (0)
In-home food preparation Y Y Y Y Yc 0 (0)
Beauty shops Y Y Y Y Y 0 (0)
Street vendors Y Y Y Y Yd 0 (0)
 a Special permits are required by flower shops if they wish to display flowers on the sidewalk in front of their stores.
b All catering services in Boston must be based out of a restaurant. That catering from home is illegal counts for the
purpose of the Index as a “Y.”
c All in-home food preparation for commercial purposes is illegal in Boston. “Y” responses are recorded in each category
to indicate that it is illegal to prepare food food in one’s home to sell from home, at another place of business, or to another
business.
d Street vendors selling food are not allowed to base their operations out of a home. Instead, they must work from a city-
sanctioned restaurant.

The Index of Economic Opportunity for Boston in 1999 is 44 percent. This number represents the

average level of economic freedom for the 15 business or occupation areas and is derived by dividing the

number of “N” entries (33) by the total number of entries (75). By the scale devised, a value of 100

percent would indicate relatively unfettered economic opportunity, while values at the low end indicate

significant regulatory burden and severely restricted economic opportunity. The 1999 figure of 44 percent

suggests that the 15 business areas surveyed have, on average, a medium level of economic opportunity.

A comparable percentage figure for each business area can be estimated by multiplying the number of

“N” entries by 20. For example, street vendors, with zero “N” entries have a level of economic

opportunity equivalent to zero on this scale, while flower shop owners, who are subject to fewer

regulations, have a level of economic opportunity equal to 80 percent.7

                      
6 This includes fees and mandated costs.
7 Given the limited number of questions asked, values calculated for individual business areas must be interpreted carefully.



Pioneer Institute for Public Policy Research - White Paper No. 8

6

EXPLANATION OF SURVEY QUESTIONS

1. Is a license required by the state or city?

A “Y” entry indicates that a state or city agency (and sometimes more than one) requires

an occupational license. Licensure requirements may entail specialized training in addition to

mandated testing. For example, the Commonwealth of Massachusetts Board of Registration of

Cosmetology grants licenses to cosmetologists only after an expensive training program has been

completed. In the case of taxicab ownership, a special hackney driving license (with a cost of

$50, and annual renewal of $12) and mandated training (12 hours) are required. But the medallion

is the real license, the “coin of realm,” as the Boston Globe called it.8 In this realm the Boston

Hackney Carriage Unit is king, and the price of the coin is high—the average cost of a medallion

in the most recent offering by the city was $166,000.9 (See below.)

No Medallion for the Little Guy

Robert Lynch dreams of owning his own business. While others might purchase property, or develop de-
tailed business plans, Lynch must wait on a lawsuit. He is not seeking storefront property or a new Web site,
but a taxicab medallion.

In 1988 Lynch hoped to move from being a part-time cab operator to being a cab owner. He applied to
purchase a medallion, but discovered that 54 years of tradition was not about to be broken. Three years later,
the state agreed to make 300 new medallions available (including 40 for handicapped-accessible vehicles). By
1995, the medallions had yet to be sold, and Lynch sued to expedite the sale. His suit was successful, but the
delay tactics continued, as the Boston police commissioner’s appeals wound their way through the courts. By
the fall of 1997, the state was once again involved—the legislature passed a bill providing for a new conven-
tion center in Boston that included estimated revenue of $20 million from the sale of taxicab medallions.

After devising and implementing a complex auction process, the Hackney Carriage Unit sold 75 medal-
lions in January 1999. The city helped to arrange financing for those who made it into the final rounds of con-
sideration, and the medallions were sold for an average of $143,000. The city set a bidding floor of $95,000;
the lowest successful bid was $139,000, and the highest was $152,000. Able to secure only $50,000, Lynch
was left out.

Lynch has filed suit again, alleging that the police commissioner failed to implement the 1997 court order
that the medallions be sold with “reasonable dispatch.” The remaining 185 medallions are being auctioned in
three rounds: 75 were released in September 1999, with the remaining 110 to be sold in 2000 and 2001. Each
round has pushed the prices even higher, keeping a taxicab medallion well out of reach of the “little guy” and
of Bobby Lynch.

The following agencies are involved in licensing:

•  Board of Registration of Cosmetology, Commonwealth of Massachusetts
•  Registry of Motor Vehicles, Commonwealth of Massachusetts
•  Department of Public Utilities, Commonwealth of Massachusetts
•  Home Improvement Contractor Registration, Commonwealth of Massachusetts
•  Executive Office of Health and Human Services, Office for Children, Boston Re-

gional Office, Commonwealth of Massachusetts
•  Executive Office of Consumer Affairs, Division of Standards, Commonwealth of

Massachusetts
•  Hackney Carriage Unit, Department of Police, City of Boston

                      
8 “In Boston's taxi world, medallion is coin of realm,” Judy Rakowsky, Boston Globe, November 30, 1998, p. A1.
9 City of Boston, Taxicab Medallion Auction, September 17, 1999.
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•  Mayor’s Office of Consumer Affairs and Licensing
•  Licensing Board for the City of Boston
•  Inspectional Services Department, Division of Health Inspections, City of Boston.
 

 2. Is a permit required by the city?

 A “Y” entry indicates that one of the agencies of the City of Boston requires the business

owner to purchase at least one permit10 to operate the business in Boston. State government agen-

cies are generally not involved in the permitting process directly, although state statutes some-

times mandate permits that are administered at the municipal level, as is the case for catering

permits.

 As the Index shows, food service businesses are required to obtain permits from the city.

In many cases, several permits are required. A small grocery store owner that wishes to sell take-

out food of any kind (hot dogs or nachos, for example) must buy a $200 permit. In addition, for

example, he must purchase a retail food permit (at a price of $50 per year) to sell perishable

goods. To sell milk and ice cream, an additional permit with a fee of $20 is required. A soft serve

ice cream machine carries with it a $65 price tag for inspection. Making coffee available for

profit costs $200. If the store (or restaurant) owner intends to play music, or have a television, the

city charges an additional $135 per year to the owner. (See appendix B.)

 The following municipal agencies issue permits:

•  Inspectional Services Department, City of Boston
•  Inspectional Services Building Department, City of Boston
•  Inspectional Services Department, Division of Health Inspections, City of Boston
•  Inspectional Services Department, Division of Planning and Zoning, City of Boston
•  Department of Public Works, City of Boston
•  Mayor’s Office of Consumer Affairs and Licensing.
 

 Much of the time and financial investment involved in obtaining permits stems from the

large number of agencies involved and inspectors required. Different answers from different

agencies to questions about the order of obtaining and filling out forms lead to delays and frustra-

tions. Small business owners often hire an attorney to help them through the process of obtaining

permits.

 Caught in a Cosmetological Tangle
 Bea has been braiding women’s hair since she was a young child. Having learned the intricate art from

her mother in their native Ivory Coast, Bea upon moving to Boston braided hair for friends and neighbors.
Recognizing a potential business opportunity, Bea began braiding hair out of her home. Her small enterprise
flourished—illegally, according to state laws because she did not hold a cosmetology license. Fearing her
business would be shut down, she spent between $8,000 and $9,000 to obtain it. After working under another

                      

 10 All unincorporated businesses in Boston must file a business certificate form with the Office of the City Clerk. A $50 fee is
assessed for each filing, with renewal required every four years. Because this permit and fee are required of all the small
businesses in the Index and is not specific to a type of business, it is not counted here.
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cosmetologist for two years, Bea was legally able to own and operate her own shop. When asked about the
1,000 hours of training with instructors not qualified to teach braiding, she replied, “Who’s going to teach you?”
The ‘student’ in this case has more than 25 years of experience braiding hair.

 Seven years ago she opened a shop at which she could see more clients and hire other braiders to work
with her. Her business has continued to grow: today she employs between two and five women during the
week, and on the weekend her shop is filled with up to 10 braiders. But before she adds more employees and
offers full salon service (other hair care services and manicures), she must confront a dilemma presented by
the Commonwealth of Massachusetts. According to the laws administered by the Board of Registration of
Cosmetology, once a beauty salon goes “full-service,” all “operators” must be licensed with the state. Since
most of the women employed by Bea are not licensed, expanding the business would jeopardize their em-
ployment, and Bea’s primary source of her income, which continues to be hair-braiding.

 The signals sent by the state to aspiring entrepreneurs like Bea are conflicted: either stay small—and il-
legal—or expand and incur enormous (and often impossible) expense. At the same time Bea has been bat-
tling zoning challenges. Even though her present location has been zoned as a commercial site for many
years, to complete her internal improvements, and make the official transformation from a braiding shop to a
full-service beauty salon, she has found it necessary to hire an attorney.

 Bea’s experiences with the state and city have left her exasperated, but undeterred from making her
business even better. Bea believes the 1,000 hours of training could be whittled down to two weeks, focusing
mainly on sanitation issues. Hair-braiders should be exempted from the licensure requirement, since “We
should have teachers who know what they’re teaching.”11 Now, as Bea considers going for even more training
to get her barber’s license, she recommends the union of the two regulatory agencies, and a significant reduc-
tion in their duties. As they operate presently, Bea believes they serve mainly to “give money to the state,” and
to the cosmetology and barber schools.

 

 The following is a listing provided by the Inspectional Services Department of require-

ments “needed to file a final certificate of occupancy” permit (which costs $50, plus a sliding fee

based on square footage for commercial areas):

•  Building Card (with final signoffs)
•  Inspection reports (electric, plumbing, carpentry)
•  Fire Department report (as many as five tests)
•  Licenses from Committee on Licenses (if the business has a garage)
•  Final cost breakdown for project
•  Boston Water & Sewer Commission Permit.

 
 

                      

 11 An August U.S. District Court ruling for the Southern District of California provided an exemption for hair-braiders from the
state-mandated training and licensing. The ruling does not impact Massachusetts, but perhaps sends a signal that the restrictions
Massachusetts and more than 40 other states have on the books may be struck.
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 Business Assistance from the City of Boston
 
 The City of Boston offers assistance to those wishing to establish a new business. Among the resources

available are a single-page guide to the agencies to contact for permits and licenses and an information
packet on “Starting a New Business in Boston.” The city also maintains a multitude of agencies designed to
help small business owners. The Office of Business Development, Department of Neighborhood Develop-
ment, Boston Local Development Corporation, and the Business Assistance Team at the Boston
Empowerment Center all exist —according to an informational brochure published the Office of Boston Devel-
opment—to “make the process of opening a business as easy as possible.”

 Located in the federally designated Enhanced Enterprise Zone, the Boston Empowerment Center works
in conjunction with the Small Business Administration, a federal agency, to provide a variety of services to
small business owners in a single “one-stop shop.” The premise of the collaboration is that centralization of
the small business services offered by governmental agencies—federal, state, and local (along with a few
private groups and banks who receive federal or state subsidies)—will encourage business growth in the city.
The collaboration does not address the tangle of licensing, permitting, and zoning regulations with which small
businesses must comply.

 

 3. Is the business regulated by two or more agencies?

 A “Y” entry indicates duplicative regulation and overlapping agencies, which are consis-

tently cited by small business owners as among the greatest obstacles to market entry. Significant

delays, whether in obtaining zoning permits or licenses, result when multiple agencies regulate

the same business. Sometimes the superfluous regulation exists between state and city agencies.

Often a multiplicity of regulations exists at the city level.

 Street vendors, to cite one example, before opening in Boston, or any other city in the

Commonwealth, must obtain a license from the state, at the Executive Office of Consumer Af-

fairs, Division of Standards. A license fee of $100 is required, in addition to a bond form with

proof of bonding or $500 paid in lieu of the bond. The vendor must report to the state the type of

merchandise that will be sold. (See appendix B.) After completing the application and licensing

process at the state level, the vendor may initiate the process with municipal agencies (in Boston,

or other cities in Massachusetts). If food or beverages are sold by the vendor, permits and health

licenses are required from the Inspectional Services Department, and if propane or sterno is used

in the vending operation, fire permits are required. If the vendor wishes to sell “potentially haz-

ardous foods,” the City of Boston requires a “Food Manager Training and Certification Course,”

with a fee of $145. Special permits and regulations govern certain types of foods. (See appendix

B.) For the tale of one vendor’s experiences in Boston, see below.

 4. Is the application process, including fees and mandatory costs, burdensome?

 A “Y” entry can indicate a lengthy or complex application form, a difficult application

form, or excessive fees. The licensing guide published by the Office for Children for in-home day

care providers is nine pages, for example, and the application itself is 10 pages (see appendix B).
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 An entrepreneur who must spend more than six months to meet the zoning requirements,

or negotiate the licensing and permitting bureaucracies, is considered burdened. For the occupa-

tional areas surveyed, more than $500 in mandated fees and costs is considered excessive.

 

 On the Run: Selling Sausage in Boston
 
 Wally has sold a lot of hot dogs in his life. He has been in the business of vending for 27 years and is still

going strong. Known for his affable style in dealing with customers, Wally runs two hot dog carts in downtown
Boston. Over the course of his career, he has attracted a loyal group of customers who emerge from their
office buildings during the lunch hour to snatch up hot dogs by the hundreds.

 Business has not always been so good for Wally. When he first started vending in Boston, he was, as he
puts it, a “bandit.” His early career was spent evading law enforcement officials and the arcane laws (many of
them originating in the 1930s) that governed his business in Boston. Arrested many times, mostly for “occu-
pying the streets for the sale of merchandise,” Wally was hounded out of many “restricted areas,” including
City Hall Plaza, Downtown Crossing, Fenway Park (when “everybody was illegal”), and elsewhere across the
city. The rules made mobility of the pushcarts mandatory: the city required, and still requires, a vendor to
move 200 yards after every sale. Wally found this rule simply impossible to obey. As he joked, he would have
ended up rolling from Charlestown to Hyde Park every day.

 Since the state and city have not changed the rule about mobility, Wally joined one of three associations
of vendors, run under the auspices of the Boys and Girls Club (for vendors in the Boston Common), the
Downtown Crossing Association, and the Haymarket Pushcart Association. There are very few vendors in
Boston who are not members of one of the associations, although working within one requires an extensive
application process and carries with it dues and fees that for smaller operators are not affordable. Owning a
pushcart within the Downtown Crossing Marketplace, for example, costs between $100 and $1,000 monthly.
Food vendors must pay an additional $200 monthly; insurance is $200 annually, and pushcart storage is
$4.50.

 To avoid having to “hot dog” it all over town, Wally has, with “help” from the city, found a vending home.
Many other vendors are not so fortunate and never have the opportunity to open their carts.

 

 5. Is the zoning process for a home-based business burdensome?

 A “Y” entry indicates that zoning regulations are burdensome for potential in-home busi-

nesses. City zoning ordinances properly keep some type of businesses out of residential areas,

such as those that will be disruptive or create congestion problems for a residential area. Many

businesses, such as cleaning services, home improvement contractors, and street vendors, do not

require an extensive office operation and could effectively operate out of a residence without

causing neighborhood disruption.

 Especially burdensome are zoning regulations placed on in-home day care providers and

cosmetologists who wish to operate out of a residence. Space requirements and “physical facility

safety” mandates in the state code for child care operations run to several pages and detail every-

thing from the number of flashlights the provider must possess to how telephones should be pro-

grammed. In-home day care licensors ensure that each day care provider can provide outside

playspace of 75 square feet for each child, a regulation that makes licensed operation in an urban

apartment nearly impossible.

 A one-chair beauty shop in a residence is required by state regulations to be in a separate

room equipped with a separate entrance (“clearly visible from the street”). A separate lavatory is
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also required. Floor coverings, sinks, and the surface of the pathway leading from the street to the

salon entrance are all subject to specific state guidelines and inspection.

 The zoning process in Boston has become so complicated that the Boston Globe recently

announced that Boston’s Inspectional Services Department is offering free walk-in zoning clinics

“in a bid to help residents navigate what has been a bureaucratic maze.”12

 CONCLUSION

 A Wall Street Journal editorial observed, “Laws regulating the braiding of hair are but

the tail end of a bureaucratic dinosaur that often blocks upward mobility among the poor.”13

Clearly it is not the intent of state or city regulation to discourage small businesses or force them

underground, yet anecdotal evidence abounds that this is, in fact, a frequent result. This initial In-

dex of Economic Opportunity establishes a preliminary empirical measure of regulatory burden

that is based on a survey of the procedures, permits, and fees required of small businesses in the

City of Boston. The data collected will make policymakers aware of the direct effects of state and

city regulations on potential entrepreneurs and those seeking to expand or move their businesses.

 Pioneer Institute plans to build on the 1999 baseline data and update the Index annually.14

Over the long term, the Index will be refined and additional data collected to facilitate longitudi-

nal analyses and comparisons with other cities across the Commonwealth and around the country.

 Inter-city “snapshots” will allow urban policymakers to periodically assess the costs and

benefits of the policies they develop and enforce. As data are collected for other cities, what is

now a snapshot of regulations in one city will become a more comprehensive topographical map

of urban economic opportunity. The intent is to provide a point of departure for critical analysis

of state and city regulations—and encourage discussion of regulation among public officials and

policymakers.

                      

 12 “Clinic being offered on city zoning laws,” Boston Globe, March 28, 1999, p. B2.
 13 “Hair Raising,” editorial, Wall Street Journal, September 1, 1999, p. A26.
 14 Consideration of taxation policy may be added in the future, for example. Currently, the City of Boston imposes a personal
property tax on tangible property not considered tools of a trade (carpentry tools, for example, are exempt) at a rate of $37.04 on
each $1,000 of value. A city brochure offers a barber chair as an example of taxable property. Because a huge share of the $85
million in personal property tax revenue collected comes from utility companies (a city official estimated it at upwards of 80
percent), the city has proposed to exempt all businesses with under $10,000 of personal property. This exemption would relieve
the city of the task of collecting 65 to 75 percent of the city’s personal property accounts. More importantly, it would exempt
small business owners from the tax, which in most cases amounts to between $40 and $60 annually.
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 APPENDIX A: REVIEWER COMMENTS

 Pioneer Institute asked a group of public officials, urban policymakers, and policy ana-

lysts to comment on the Index of Economic Opportunity, its potential short-term impact and its

significance in the long term. Their comments follow.

 
The Honorable Thomas Keane, Jr., Boston City Councilor

 In an open and free market, an entrepreneur would face no non-market barriers to starting up and

running a business. This ideal is rarely the case, however. Entrepreneurs trying to start businesses face

numerous obstacles imposed by local, state, and sometimes federal regulators, including licensure

requirements, insurance obligations, price regulation, and so on.

 Some of the burdens that government puts on entrepreneurs are sensible. Regulations that focus

on health and safety concerns, for example, are widely seen as the most easily justifiable. Other

regulations, such as price and entry controls, are of the opposite extreme: instead of trying to protect

consumers, these are regulations that serve to protect existing businesses from competition.

 Reasonable or not, all governmental regulations impose burdens on entrepreneurs. It is

particularly disturbing when those regulations put burdens on entry-level businesses. These are the kinds

of businesses that those on the lower rungs of the economic ladder would be most likely to start; these are

the kinds of businesses that most frequently serve as a vehicle out of poverty and dependence.

 To date, there has been strong anecdotal evidence that Boston’s regulatory burdens on

entrepreneurs are heavy. This report is an important effort to document regulatory burdens in a systematic

fashion. The Index is admittedly a first step in trying to assess these burdens comprehensively.

Particularly novel is its effort to tie regulatory burdens to a numerical indicator that assesses the city’s

level of economic opportunity. High regulatory burdens result in low economic opportunity; minimal

burdens mean that there is a high level of economic opportunity.

 In future versions, the following areas could be explored. First, the Index uses a series of

questions (“Is a license required?” “Is the business regulated by two or more entities?” etc.), each of

which is given equal weight. It is by no means clear to me that each should receive equal weight: for

example, a license requirement and a burdensome application process are both weighted the same. In the

real world, the latter is more likely to deter an entrepreneur.

 Second, I am not persuaded that the questions used by the Index are the best way to measure

regulatory burdens. Regulations can be thought of in two ways: their purpose and their efficiency. The

purpose of regulation ranges from a focus on health and safety issues to an effort to limit competition.

The efficiency of regulation relates to whether it accomplishes its objective reasonably. Thus, modest

levels of insurance for street vendors may be justified; requiring $500,000 in coverage is probably not
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reasonable (and indeed, may suggest that the real intent behind an insurance requirement is to limit

competition). I would suggest the Index incorporate measures that examine the purpose and efficiency of

regulations in assessing how much economic opportunity is hampered.

 Finally, the Index will only succeed as a measure of opportunity when it has developed a database

of other cities and towns against which Boston can be measured. The ranking of Boston at at 44% is hard

to justify, since there are no other cities or towns against which Boston can be compared.

 These criticisms aside—and they really only amount to suggestions for how to expand and

improve the Index—the Index can become a critical tool for policymakers who are concerned about

maximizing economic opportunity for our citizens.

 
Samuel Staley, Director, Urban Futures Program, Reason Public Policy Institute
Los Angeles, California

 Most start-up businesses are blissfully unaware of the effects of local laws ordinances, until the

angry neighbor or overzealous zoning inspector take an interest. Then, entrepreneurs find themselves

negotiating an extraordinary maze of red-tape, rules, and arbitrary administrative decisions. A most

frustrating aspect of this process is the lack of accountability or performance-based approach to regulating

home-based businesses.

 In principle, all the businesses could begin at home. Few businesses have the financing to start up

with complete staffs, workshops, and office area. Technology is making it even easier—sometimes

necessary—to start up a business from home: cell phones and pagers give businesses mobility, computers

allow information to be stored efficiently and in small areas.

 Local zoning codes, however, often hamstring the start-up of a small business and limit its poten-

tial to expand and grow. Boston’s Article 80 defines an “Accessory Home Occupation” to include

“sewing, piano lessons, tutoring, and similar uses which are clearly incidental to the dwelling for dwelling

purposes and do not change the character thereof.” While seemingly unobjectionable, this definition hides

many other potential pitfalls. For example, Article 10 of Boston’s Zoning Code specifies that home-based

businesses cannot:

•  use more the 25 percent of the floor area (or rear yard) of the main building (or lot) for business

purposes (Section 10-1)

•  be visible in front or side yards (Section 10-1)

•  employ anyone not living in the home (Section 10-2)

•  maintain inventory (Section 10-2)

•  use windows to display or advertise to attract customers other than “professional announcement

signs” (Section 10-2)

•  conduct a business office open to the public (Section 10-2)
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•  have public access or generate traffic flow as a result of the business.15

For example, Boston’s zoning code prohibits any business with an employee who lives outside

the home. Importantly, the zoning code does not prohibit multiple employees. A business can pay a

secretary, receptions, or book keeper as long as they reside in the home. Whether the employee lives in

the home or not, the impact on the neighborhood is virtually nonexistent.

A home remodeling contractor could not operate from his home if clients came to the home to in-

spect blueprints or go over cost estimates for jobs or if he/she uses mechanical or electrical equipment

that is not normal for domestic use, or stores materials exceeding the 25 percent space limitation. A

catering business, a retail store, and nail salon/beauty shops would find these regulations difficult as well.

As a result, businesses that could be easy to start up and require few capital costs end up eating up

revenues in commercial office rent, commuting time, duplicative utilities and telephone expenses, and

numerous other restrictions. When combined with more specific licensing regulations for individual

businesses, the costs can easily become prohibitive. These regulations also limit the ability of small

businesses to expand and encourage them to stay underground.

Businesses are restricted in residential neighborhoods because most zoning codes presume that

homes and commerce are fundamentally incompatible and should be segregated. By keeping commercial

business outside of residential areas, spillover effects such as noise, traffic, and pedestrian activity can be

minimized. Yet, local zoning direct their regulations at the characteristics of the business, not their

effects. A more appropriate way to regulate home-based businesses is to focus regulatory activity on

impacts: does the business create negative, measurable, and tangible impacts neighbors or overburden

infrastructure? Do employees create burdensome traffic volumes that impact public safety? Does the

business create excessive noise that negatively impacts the quality of life of neighbors?

Moving to a regulatory system that combines performance and impact measures for assessing the

suitability of business to a residential neighborhood would avoid excessive red tape and over-regulation

of home-based businesses.

Professor Amar Bhide, Harvard Business School, Cambridge

This report is an important first step and presents huge opportunities to do cross-sectional and

longitudinal studies. For example, it might be interesting to show whether the economic opportunity score

correlates with more robust economies and whether there is an inverse correlation between the score and

public health and safety outcomes. In the meantime, it provides some data and a simple measure about a

critical and severely understudied social issue.

                      
15 Jeffrey Hampton, Zoning Administrator, City of Boston, interview with David Bobb, August 27, 1999.
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Henry Olsen, Executive Director, Center for Civic Innovation at Manhattan Institute

Given the wide differentials in regulation, with some occupations being virtually unregulated

while others are at the other end of the spectrum, a cross-city comparison will help ascertain whether

cities that have lax regulations actually see more legal activity in those fields.

The basic strength of the report is presenting prima facie evidence that regulation of businesses

must be examined as part of a city's economic development program. By doing this, it is likely to start a

dialogue on the relationship between small businesses and the state and municipal authorities that oversee

their operations. Those disagreeing with the Index will, in turn, be compelled to show that these barriers

do not suppress economic activity. Boston will be better off if this dialogue takes place.

Ted Tyson, New England Divisional Director, National Foundation for the Teaching of Entrepreneurship,
Babson Park, Massachusetts

Clearly, this report should spur similar research on regulations. On a more immediate level, you

ask, How can we make permitting easier? Why can’t we sell food made at home? Does it really constitute

a health risk? The information in this paper should challenge city officials to make it easier for low-

income entrepreneurs to start their own businesses. Right now, it is easier to do an IPO for an Internet

start-up than to braid hair legally. Questions that need to be looked into in future editions of the index are

socio-demographic profiles as they relate to business formation issues.
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APPENDIX B: APPLICATIONS AND PROCEDURES
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