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Should policymakers worry about harm to bars,
VFEWs, and fraternal organizations?

The Economic Losers
from Smoking Bans

By MicHAgEL L. MARLOW
California Polytechnic State [Tniversity

moking bans in public places are promoted for
avariety of reasons, ncluding protecting pub-
lic healcth and discouraging smoking. Such
bans have become increasingly common in
the United States. According to the ban-advo-
cacy group Americans for Nonsmokers'
Rights, 29 states now prohibit smoking in
restaurants and 25 in bars. The group further claims chart
17,628 municipalities are covered by either local or stare bans
on smoking in workplaces, restaurants, and/or bars.

Business owners often raise concerns that they will be
economically harmed by the bans. Ban proponents dismiss
those concerns. The proponents typically cite rwo licerarure
reviews, one by M. Scollo et al. in 2003, and the other by
Michael Eriksen and Frank Chaloupka in 2007, thar describe
the academic literature as showing that the bans have no
statistically significant negative economic effects on bars and
restaurants, and may even have positive economic effects.

Economusts are naturally skeprical of assertions that a
government intervention could yield benefirs with no costs.
Such intervention would be an example of the proverbial
“free lunch,” and free lunches are few and far berween,

This arricle uses empirical evidence from Ohio’s recently
adopred smoking ban ro determine if such bans have nega-
tive economic effects on bars and restaurants. The article
examines ban noncompliance dara from Ohio, under the
hypothesis thar establishments that regularly violate the ban
do 50 because it 15 profitable o do so. The detail of the non-
compliance data allows this analysis to determine whar sorrs
of establishments, if any, are harmed by the bans and what
sorrs of establishments are not.

Ohio's comprehensive ban rook effect in May of 2007, By
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the end of 2009, ever 21,000 cirarions for violaring the pro-
hibition were issued to 4,422 restaurants and bars, and anoth-
er 11,000 cications were issued o 1,190 vererans organizations,
| fraternal organizartions, and private clubs. The data indicare
| thar individuals — owners, employees, customers, and smok-
ers — associated with bars and organizations are much more
likely to be harmed than their counterparts in restaurants.
An important implication of this research is that previous
studies underestimated harm because they did not consider the
implications of establishments not complying with che bans.
This arricle also raises the imporrant question of whether pol-
icymakers pay less atrenton to the desires of some establish-
ments and cheir clientele — namely, bars and clubs, along with
| their parrons — than o others — namely restaurants and their
customers. Thus, a fuller accounting of who bears the costs of
bans should be weighed against any gains — both economic and
public health — in a debate over the desirability of smoking bans.

PREVIOUS STUDIES
Previous studies of the economic effect of smoking bans
have rypically used a “community effeces” methodology in
their analysis. Thart is, they used aggregare data in their analy-
sis, looking for changes in total revenues or tax receipts for all
restaurants, bars, organizarions, and other esrablishments
combined. “Community effects” studies often conclude thar
bans do not exert harm because nonsmokers outnumber
smokers, and thus bans cause more nonsmokers o frequent
businesses and out-spend smokers who may lower their fre-
gquency and spending.

The problem with this methodology is thar it 1s like look-
ing at a commumty with 30 bars and restaurancs and, after
observing that total revenues have been $150 million for
each of the past five years, concluding rhar no changes
occurred over that rime. Lost in the aggregation 1s the possi-
bility thar some owners gained $2 million in revenues, some
| lost $2 million, and soill ochers experienced no change. An
i unchanged or rising communiry aggregare cannot uncover
| whether revenues for some owners fell, or some owners went
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out of business, or if new businesses entered the communi- |

ry during the examination period. i

More careful studies that disaggregate analysis to the level of |
individual businesses find thar smoking bans exert differencal |
effects: some establishments gain, some lose, and others are unaf- |
fected, A 1996 study char | conducred with William Boyes of bar |
and restaurant owners following the 1990 smoking ban in San |
Luis Obispo, CA found that 17 percent gained, 25 percent lost, :
and 57 percent were unaffected. A 2000 nanionwide study char |
I conducred with John Dunham on the anticipated effeces of a |
smoking ban found thar surveyed bar owners predicred losses |
frorm smoking bans wice as often as restaurant owners. For bars, |
82 percent predicred harm, 2 percent reported gains, and 14 per-
cent were unaffecred. For restaurancs, 39 percent predicred
losses, 10 percent reported gains, and 51 percenc were unaffecred.
Owners who carered to many smaokers predicred losses much |

more often than chose who did
not. A 2003 soudy thar I also con-
ducted with John Dunham of
Wiscansin bar and restaurant
owners concluded that bar own-
ers lost business 50 percent more
often than rescaurant owners fol-
lowing adoprion of a local smok-
ing ban. Smoking ban studies
that disaggregate to the level of
business in the United Kingdom,
Seorand, and India also yield evi-
dence of differenrial effects.

Common sense suggests that
owners who had not found it
profitable to voluntarily forbid
smoking prior to a ban will be
harmed by a ban more often and
maore likely to be cited for non-
compliance. As for claims thar
smoking bans boost the value of
bars and restaurancs, a recent
study by Roberr Fleck and
Andrew Hanssen suggests that,
because bans are often adopred
most readily in areas that are
experiencing above-average rises
in property values, studies of
those bans mistakenly conclude
thar they cause rising business
values, when acrually business
values were merely rising in step
with overall real estate gains in
those communiries.

Bars probably suffer more
hatm from bans than restau-
rants because bars provide a
more social atmosphere where
customers enjoy mingling with
one another. Bar owners find it
more expensive, and many cus-
romers would Ffind it unappealing, to segregare smaokers from
nonsmaokers, as would more normally occur in restaurants
where such mingling is less important, Most bars are also roo
small to profitably offer smoking/nonsmaoking choices for bil-
liards, darts, or dancing. Research showing that restaurant
owners offer substantally more nonsmoking seating than
bars is consistent wich rhis hypothesis.

A new study by Dinska Van Guehr er al. of 110 Belgian
smokers assessed over four days is consistent with expectanions
that locarions that focus on alcohoel and social garhering are
much more strongly associated with smoking than other
locations. Over one-half of all 6,397 cigarettes (14.5 per per-
son per day, on average) smoked were in just five types of loca-
tions: living rooms, kitchens, ourdoors, in cars, and in bars.
The most frequent circumstances under which these cigarettes
were sinoked were after earing, while warching TV or listen-
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