The Economic Impact of Short Term Rentals in Los Angeles
Los Angeles is one of the world’s leading tourist destinations and a global center of economic activity.
The city’s nearly 50 million annual visitors require a diverse range of lodging options to accommodate
them. As short term rentals (STRs) continue to increase in popularity in Los Angeles, the City is
evaluating the best means to incorporate STRs into its existing regulatory framework. In 2014, the Los
Angeles Short Term Rental Alliance, in partnership with HomeAway, Inc., commissioned an analysis of
the economic impact of STRs in the Los Angeles area. This memo serves to update that study with data
for 2016 and to continue to inform the discussion of the impact of STRs in Los Angeles.
As in the original 2014 analysis, STRs are defined as any property listed on a major short term or
vacation rental website. These are residential dwelling units which are available to be rented through
STR websites, usually for a period of less than 30 days. The economic impact of STRs will be provided for
both the City of Los Angeles as well as Los Angeles County, the original geography of analysis. The same
economic impact calculation methodology was used in both the original study and this update.

Tourism and the Los Angeles Area Economy
Spending by visitors to the Los Angeles area continues to be a major economic driver in the local
economy. Los Angeles has seen an increase in the volume of visitors and their total spending every year
since 2009. The 47.3 million total visitors to Los Angeles County in 2016 created a total economic
impact of more than $33.6 billion. Los Angeles is on pace to far exceed its goal of more than 50 million
annual visitors by 2020.

Millions

Figure 1: Transient Occupancy Tax Collected (Left Axis) and Hotel Occupancy Rate (Right Axis)
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Similarly, Los Angeles’s leisure and hospitality industry continues to see record-breaking levels of
activity. Revenues for the hotel industry, occupancy tax remitted, the number of room-nights sold,
hotel occupancy rates, employment in the leisure and hospitality sector, and overall wage levels in these
occupations have all steadily increased over the past few years. Furthermore, both employment and
average wages in the leisure and hospitality sector have been increasing at a faster rate than overall
employment and wages in Los Angeles County between 2010 and 2016. This indicates a growing
tourism sector and a high level of demand in Los Angeles’ lodging market. Hotel occupancy in both the
City of Los Angeles and Los Angeles County exceeded 80 percent in 2016. Industry experts consider this
level of hotel occupancy to be “at capacity” as this indicates every hotel will have sold every available
room during all high demand times. Nationally, the hotel occupancy rate was 65.5 percent in 2016.

Short Term Rentals in Los Angeles
STRs continue to be incredibly popular with both hosts and guests alike in the Los Angeles area. The
number of properties listed on major STR websites in 2016 exceed 30,000 units, more than double the
level in 2013. This makes the Los Angeles area home to one of the largest volumes of properties
participating in the local STR market. Even so, these STRs represent just 0.8 percent of all housing units
in Los Angeles County in 2016.

The Economic Impact of STR Guest Spending
As in the original 2014 analysis, the total spending of STR guests on their lodging is used as the primary
data input into the economic impact model. The total direct spending by STR guests while in Los
Angeles is calculated by applying visitor spending ratios derived from third-party industry sources
against the amount spent on lodging. Finally, the total impact is calculated by estimating the indirect
and induced effects of this direct spending as it ripples out throughout the greater Los Angeles area
economy. The most recent (2007-2013) multipliers provided by the US Bureau of Economic Analysis
RIMS II industry model for the Los Angeles-Long Beach-Anaheim MSA were used to estimate the ripple
effects of the induced and indirect impacts.
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STR guests in the City of Los Angeles in 2016 spent a total of $238.4 million on their STR
accommodations. They spent an additional $583.7 million on other purchases during their visit to Los
Angeles (including local transportation, food and beverage, entertainment, and other purchases) for a
total direct impact of $822.1 million. This total direct spending by STR guests in the City of Los Angeles
created a total impact of $1.5 billion in economic activity and supported nearly 14,000 full-time jobs.
Figure 2: Total Economic Impact of Short Term Rentals in the City of Los Angeles (2016)
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STR guests in Los Angeles County in 2016 spent a total of $407.6 million (of which $238.4 million
occurred in the City of Los Angeles and the balance occurred throughout other parts of the County) on
their STR accommodations. They spent an additional $998.0 million on other purchases during their visit
to Los Angeles (including local transportation, food and beverage, entertainment, and other purchases)
for a total direct impact of $1.4 billion. This total direct spending by STR guests in Los Angeles County
created a total impact of $2.5 billion in economic activity and supported nearly 24,000 full-time jobs.
This is approximately an 83.7 percent increase in the level of total economic activity generated by STRs
in Los Angeles County in 2013.
Figure 3: Total Economic Impact of Short Term Rentals in Los Angeles County (2016)
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Conclusions
The overall impact of short term rentals in the Los Angeles area is impressive, accounting for $1.5 billion
in total economic activity and nearly 14,000 jobs in the City in 2016. The direct spending in the local
economy by STR guests to the Los Angeles area during their stay represented 12.3 percent of all
overnight visitors spending in Los Angeles County in 2016. In this way, STRs and their guests are an
important part of the local tourism sector, which is in turn a vital component of the Los Angeles area
economy. The continued growth of STR activity in Los Angeles has coincided with historic levels of
activity throughout the hospitality sector. This, and surveys conducted with STR guests, indicates that
these different lodging types (STRs and traditional hotels) serve discrete segments of the visitor market.
As such, spending by STR guests is net new activity in the Los Angeles area economy which would not
have occurred without the availability of STRs.
The potential fiscal impacts of STR activity are similarly large. In municipalities where occupancy tax is
collected from STRs, cities are generating millions of dollars each year in tax revenue. Los Angeles
Mayor Eric Garcetti himself has committed to earmarking a portion of the tax revenue from STRs for the
City’s Affordable Housing Trust Fund. The voluntary collection agreement executed with Airbnb in
August 2016 generated approximately $13 million in tax revenue by the end of 2016. While
HomeAway’s properties would not generate as high a tax revenue, they will have a positive impact on
the City’s Affordable Housing Trust Fund.
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TXP, Inc.
TXP is an economic analysis and public policy consulting firm founded in 1987 in Austin, Texas. Since
then, TXP has grown into a team of professionals whose diverse backgrounds allow us to craft
customized solutions to client problems. Our clients have discovered that TXP is the firm to hire when
there is not an immediate, obvious, or simple solution to their economic or public policy challenge. Our
reputation for having the right people to analyze issues from a variety of perspectives has made TXP the
firm to call first for professionals in the public sector and business arenas. In addition to drawing on the
expertise of our firm members, we regularly partner with urban planning, engineering, and public policy
firms — as well as Ph.D.’s in varying disciplines — to put together teams uniquely suited to our clients’
needs.
TXP has worked with a wide range of not-for-profits and private sector clients to provide illumination
through analytical support, always with a strategic view of the big picture. Members of TXP are involved
in the community and understand the challenges faced by an increasingly complex world, as heightened
media attention and an ever more diverse set of stakeholders shine a brighter spotlight on public
decision-making and public policy.
TXP, Inc.
1310 South 1st Street; Suite 105
Austin, Texas 78704
(512) 328-8300 phone
(512) 462-1240 fax
www.txp.com

Legal Disclaimer
TXP reserves the right to make changes, corrections and/or improvements at any time and
without notice. In addition, TXP disclaims any and all liability for damages incurred directly or
indirectly as a result of errors, omissions, or discrepancies. TXP disclaims any liability due to
errors, omissions or discrepancies made by third parties whose material TXP relied on in good
faith to produce the report.
Any statements involving matters of opinion or estimates, whether or not so expressly stated,
are set forth as such and not as representations of fact, and no representation is made that
such opinions or estimates will be realized. The information and expressions of opinion
contained herein are subject to change without notice, and shall not, under any circumstances,
create any implications that there has been no change or updates.
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