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Restaurant Employment before and
after the New York City Smoke-Free

Air Act

Andrew Hyland and K. Michael Cummings

The purpose of this study was to
observe trends in the number of
restaurants and restaurant employees
two years before and two years after
the New York City Smoke-Free Air Act
took effect in April, 1995. Between
April 1993 and April 1997, New York
City added 19,347 new restaurant jobs
{18% increase) while the rest of the
state outside the immediate
metropolitan area added 7,423 new
jobs (5% increase). The rate of growth
in the number of restaurants was
comparable among New York City,
neighboring counties, and the rest of
the state. The data suggest that the
New York City Smoke-Free Air Act did
not result in job losses for the city's
restaurant industry.
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N APRIL 10, 1995, New York City’s
Smoke-Free Air Act took effect.! Details
about the provisions of the law are pre-
sented earlier in this issue, (See p. 14,
“Analysis of Taxable Sales Receipts: Was the New
York City Smoke-Free Air Act Bad for Restaurant
Business?” by Hyland, Cummings, and Nauenberg,
this issue.) Table 1 provides a summary of the vari-
ous restaurant smoking regulations in the state of
New York that were in effect between 1993 and 1897.
Opponents of smoke-free restaurant laws claim
such laws adversely impact the local restaurant in-
dustry, resulting in the loss of taxable sales and
jobs.?® Studies examining aggregate taxable restau-
rant sales consistently indicate that taxable restau-
rant sales are independent of the passage of smoke-
free legislation;”-' however, there is little published
literature examining changes in restaurant employ-
ment. The goal of this study was to examine trends in
the number of restaurants and restaurant employees
before and after the New York City smoke-free law
went into effect in New York City, comparing those
figures with three surrounding counties and the rest
of the state.
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Table 1
Summary of smoke-free restaurant laws in New York City, Suffolk and Westchester counties, and the rest of New
York State

Location* Effective date Restaurants’

New York State

January 1, 1990 A nonsmoking section up to 70% of the indoor seating capacity is required for

restaurants with 50 or more seats in the dining area

Suffolk County

New York City April 15, 1995

January 1, 1995 Smoking is prohibited in the dining areas of all restaurants
Smoking is prohibited in the dining areas of all restaurants seating more than 35

people; restaurants with seating for 35 or fewer people are exempt

Westchester County July 1, 1996

Smoking is prohibited in the dining areas of all restaurants

* The state law serves as a minimum provision and applies to all counties in the state except those that have passed stronger

regulations (i.e., Suffolk, New York City, and Westchester).

* Bars and bar areas in restaurants are generally exempt from these regulations.

Methods

The vast majority of businesses in the state are re-
quired to submit quarterly reports to the New York
State Department of Labor (NYSDOL) for the pur-
poses of determining unemployment insurance pre-
miums. In the quarterly report, employers are re-
quired to state the number of full-time and part-time
employees who worked or received pay for each of
the three months in the quarter. Data are reported by
county and by Specific Industry Code (SIC}. For the
purposes of this article, data were obtained for SIC
code 58.12—eating places. SIC codes are self-re-
ported on business owners’ income tax returns and
are linked to the unemployment compensation re-
port by the Federal identification number. Employer
reporting liability varies by type of business. For gen-
eral business employers, a business is required to file
the quarterly report if its payroll was at least $300 in
a given quarter. Some classes of employment are ex-
cluded from consideration under unemployment
compensation law; however, they amount to a small
fraction of the total work force. Examples of ex-
cluded employment are family children under 21,
elected officials, and babysitters under the age of 18.
Part-time and seasonal employees are covered under
the unemployment compensation law unless other-
wise expressly excluded (for example, wages paid
cut in a given quarter for a business that were less
than $300).

Data on the number of restaurants (annually) and
restaurant employees (monthly} were obtained from
NYSDOL from April 1993 to April 1997. The numnber
of restaurants in a given year is the total number of
restaurants that reported information during that
year. Data were analyzed for the five boroughs of
New York City (Manhattan, Bronx, Richmond,
Kings, and Queens), three nearby counties (Nassau,
Westchester, and Suffolk), and the rest of the state.

Comparisons in county-specific changes in the
number of restaurants and restaurant employment
are examined by comparing the absclute and relative
change for the five counties of New York City; Suf-
folk, Westchester, and Nassau counties; and the rest
of the state from April 1993 to April 1997. Popula-
tion data by county also are presented over time to
help explain observed employment changes because
places that gain population also are likely to gain res-
taurant employees as they are needed to service the
larger population demands regardless of other fac-
tors. Population data were obtained from the Depart-
ment of the Census.®®

Results

To determine trends in the number of restaurants
and restaurant employment, changes were tracked
for each of the five New York City counties, as well
as for two bordering counties, one nearby county,
and the rest of the state from 1993 to 1997 (data for
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restaurant employment are obtained from April of
each year and data for the number of restaurants are
obtained annually). These results are presented in
Table 2. New York City gained 15,292 (0.2%) resi-
dents between 1993 and 1997. Manhattan gained
41,173 (2.8%) residents while Brooklyn lost 44,998
(2.0%). The three nearby counties of Nassau, Suffolk,
and Westchester also had modest population gains
(1.2% for all three counties combined). The rest of
the state lost 54,653 {0.7%) people.

New York City and the rest of the state demon-
strated increases in the numbers of restaurants and
restaurant employment between 1993 and 1997. The
growth in the number of restaurants was comparable
between New York City and the rest of the state;
however, restaurant employment growth in New
York City was more than three times that of the rest
of the state (17.6% for New York City and 4.6% for
the rest of the state), and each borough experienced
restaurant job growth during this period. In terms of
the number of restaurant jobs gained, New York City
added 19,347 jobs (led by Manhattan with an addi-
tional 13,137 jobs), and the rest of the state added
7,423 new jobs. The only county that showed a de-
crease in either category was Brooklyn, with a 2.9
percent decrease in the number of restaurants from
1993 to 1997; however, Brooklyn’s population also
decreased by 2.0 percent during this period. The
three nearby counties had data similar to the state-
wide figures.

Discussion

These data indicate that New York City and the
rest of the state have experienced growth in the res-
taurant sector of their economies between 1993 and
1997. However, restaurant job growth in New York
City has far outpaced that of nearby counties and the
rest of the state.

These results are consistent with the conclusions
from recent studies that exarined the impact of the
New York City Smoke-Free Air Act on the city’s res-
taurant business and found no adverse effect. Aggre-
gate taxable restaurant sales data have increased in
New York City while they have decreased for the rest
of the state. (See p. 14, “Analysis of Taxable Sales
Receipts: Was New York City's Smoke-Free Air Act
Bad for Restaurant Business?” by Hyland, Cum-
mings, and Nauenberg, this issue.) The vast majority

These data indicate that New York
City and the rest of the state have
experienced growth in the restaurant
sector of their economies between

1993 and 1997.

of New York City area consumers did not alter their
dining out patterns after the law took effect.* (See p.
28, “Consumer Response to the New York City
Smoke-Free Air Act,” by Hyland and Cummings, this
issue.) Implementation of a smoke-free restaurant
policy after the law took effect could not be attrib-
uted to restaurateurs’ self-reported change in busi-
ness. (See p. 37, “Restaurateur Reports of the Eco-
nomic Impact of the New York City Smoke-Free Air
Act,” by Hyland and Cummings, this issue.) Further-
more, compliance with the New York City law also
appears to be very high; therefore, the lack of finding
a detrimental effect of the smoke-free law is unlikely
to be due to a disregard for the law. (See p. 43, “Com-
pliance with the New York City Smoke-free Air Act,”
by Hyland, Cummings, and Wilson, this issue.) Re-
sults from New York City are consistent with the
findings from other published studies examining ag-
gregate taxable restaurant sales receipts in dozens of
communities in California, Colorado, Texas, Ari-
zona, and Massachusetts. (See p. 53, “The Economic
Effect of Smoke-Free Restaurant Policies on Restau-
rant Business in Massachusetts,” by Bartosch and
Pope, this issue.)’™*?

The results presented in this article differ from
those reported in an unpublished manuscript pre-
pared in April 1996 by the private consulting firm
InContext, Inc. for the Empire State Restaurant and
Tavern Association.® This report used data from the
Dun & Bradstreet On-Line Business Database. The
authors claim that New York City lost 2,779 restau-
rant jobs (4.0% decrease) between 1993 and 1996
while nearby jurisdictions gained 1,937 restaurant
jobs (5.0% increase}). However, a closer examination
of the report indicates that the data actually cover the
period of March 1993 to March 1995—a period before
the New York City smoke-free law took effect in April
1995. In other words, the job losses attributed to the
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law came before the law took effect. Furthermore,
their data indicate that four of the five New York City
boroughs experienced decreases in restaurant em-
ployment between 1993 and 1996. It should be noted
that the periods of analysis differ between these two
studies; however, when the data presented in this ar-

ticle are analyzed over the same period as the In-

Context study, similar conclusions are reached.
Data from this study contrast sharply with these
findings. According to the NYSDOL statistics, New
York City has gained 19,347 (18%]) restaurant jobs
between April 1993 and April 1997; all five boroughs
have increased restaurant employment. New York
City has accounted for two-thirds of the statewide
restaurant job growth. Furthermore, data from
nearby Westchester, Suffolk, and Nassau counties
indicate restaurant job growth similar to that found
in the rest of the state but far below that found in
New York City. This study and the InContext study
used different data sources to measure restaurant
employment and this may be one source for the dis-
crepancies found. As noted previously, the data used
in the InContext, Inc. study were used incorrectly to
assess the impact of New York City’s smoke-free res-
taurant law, and the data collection methodology
was not specified in the report. Data from this study
come from official government statistics from the
NYSDOL. Virtually all restaurants with paid full-
time, part-time, or seasonal employees are required
to submit employment information to this agency for
the purpose of unemployment compensation insur-
ance; therefore, the restaurants included in the
NYSDOL files are a nearly complete representation
of the universe of all restaurants in the state. Firms
that do not supply this information are fined; there-
fore, it is reasonable to conclude that reporting com-
pliance is high among those firms required to file.
Changes in the number of restaurants in New York
City, neighboring counties, and the rest of the state
have been relatively comparable before and after
New York City's smoke-free restaurant law took ef-
fect, even after adjusting for changes in population
over time. However, when restaurant employee job
growth is considered, New York City's job growth
rate is about triple that of neighboring localities and
the rest of the state. Restaurant job growth in the
Bronx lagged behind that in the rest of the state, Rea-
sons for this are unclear; however, a migration of din-
ers to bordering Westchester County is unlikely to be

the explanation because Westchester has a smoke-
free restaurant law in force and Westchester’s restau-
rant job growth rate was only slightly higher than the
job growth rate in the Bronx when changes in popu-
lation are accounted.

This study is cross-sectional; therefore, the ob-
served employment gains in New York City cannot
be directly attributed to the smoke-free restaurant
law. For example, some New York City politicians
claim that the surge in business is due to an im-
proved city image resulting from a 30 percent drop in
crime.!* The data are reported on an aggregate level
so it is impossible to determine trends in subsets of
restaurants, though some argue that it is the overall
trend that is of ultimate interest.'® Also, data on the
number of restaurants may reflect a high turnover
rate instead of genuinely high levels of establish-
ments; however, recent data from the ZagatSurvey
show that restaurant openings have exceeded restau-
rant closings in 1995, 1996, and 1997 in New York
City." In addition, direct comparisons between New
York City and nearby counties or the rest of the state
are not ideal. Nonetheless, regional trends that im-
pact New York City are also likely to affect neighbor-
ing counties and the data collection procedures are
uniform across all counties in the state and over
time, which increases the reliability of comparisons
made.

In summary, these results do not support the claim
that the New York City smoke-free restaurant law has
resulted in fewer restaurant employees. On the con-
trary, restaurant job growth exists both in New York
City and the rest of the state, with the majority of job
growth in the state occurring in New York City since
1993. These data are consistent with other data from
New York City and throughout the nation™*? that
suggest smoke-free restaurant laws do not cause ad-
verse economic outcomes for local restaurant indus-
tries.
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