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The Economic Impact of Smoke-Free Dining 
FACTS & FICTION  
 
The concept of a state-wide smoking ban in outdoor dining areas is vigorously 
opposed by peak-hospitality industry bodies including the Australian Hotels 
Association (AHA) and Clubs NSW on the grounds that it will have an adverse 
‘economic impact’ on the hospitality industry. Independent economic evidence 
from Australia and overseas suggests that smoking bans have not had an adverse 
impact on revenues in the hospitality sector. In fact, in some cases they appear to 
have had a positive effect. 
 

Fiction Fact 

A smoking ban in outdoor dining areas will lead 
to lead to lower patronage as smokers will be 
forced elsewhere (1). 

This myth assumes that smokers choose a 
venue solely on the basis of their ability to smoke 
whilst in attendance. Australian and international 
studies have found that instead of reducing bar 
and restaurant patronage, smoking bans may 
actually increase it, as non-smokers are attracted 
to venues they would previously not attend. At 
the same time, existing smokers are unlikely to 
be ‘repelled’ as there are now no alternate 
venues available to them (2). 

A NSW Health1 survey found that 38% of males 
and 43% of females would frequent a venue 
‘more often’ if it banned smoking in outdoor 
dining areas. Only 6% of males and 5% of 
females stated they would visit ‘less often, the 
remainder of the respondents indicated it would 
have no effect on their attendance2

These findings are supported from international 
evidence from: United States (4; 5); California (2; 
6; 7); Colorado (6; 7) and Massachusetts (8).  
These studies all found that restrictions on 
smoking either had no effect on patronage or led 
to an increased patronage. Patronage was 
measured by analysing tax receipts (an objective 
measure) of bars and restaurants prior and post 
smoke-free legislation. These studies found that 
hospitality and bar revenues remained 
unchanged or increased following the 
introduction of smoke-free legislation. This 
suggests that patronage did not decrease. 

 (3).  

 

                                                           
1 The question asked: “If there was a total smoking ban in outdoor dining areas, would you be likely to go there more often, 
less often, it would make no difference?” 
2 Results were sourced from a  population survey of 8,619 NSW residents 16 years and older.  
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Fiction Fact 

Smoking bans have caused hotels to lose 
revenue (1; 9; 10).  

This argument is popular amongst opponents of 
a smoking ban. The majority of studies show that 
there is no adverse economic effect (and in some 
cases an economic benefit) from smoke-free 
legislation. A systematic review by Scollo et al 
looked at 97 studies on the economic costs of 
smoke-free laws on the hospitality industry. All of 
the studies that showed a negative economic 
impact were funded by the tobacco industry, 
most of them employed subjective outcome 
measures and were not peer reviewed (5; 11). 

In Australia evidence from Tasmania shows that 
smoking bans have had no discernable impact 
on revenue (12). The Tasmanian study used sales 
data from the ABS to assess its impact. This is 
consistent with findings from: United States (4; 
5); California (2; 6; 7); Colorado (6; 7) and 
Massachusetts (8). These studies all found that 
restrictions on smoking either had no effect on 
revenues (measured by an objective measure like 
tax receipts) or led to an increase in revenue.  

Note: Claims of revenue reductions made by 
industry using raw figures or subjective 
measures are prone to bias and may not 
accurately reflect the effect of smoke-free 
legislation. 

A smoking ban in outdoor dining areas will lead 
to job losses in the hospitality industry (1; 9). 

This is a follow on issue from the ‘lost profits 
argument’. There is no evidence that smoking 
bans cause a decrease in revenue, therefore 
there should be no reason that unemployment 
may rise as a direct result of a smoking ban. 

Registered clubs contribute extensively to local 
communities and an outdoor smoking ban will 
imperil their ability to continue to do so.  

Australian and international studies have shown 
that smoking bans have had no negative impact 
on revenues of bars and restaurants and in some 
cases may actually provide a positive impact 
(11). A smoking ban will not imperil their ability to 
contribute to the community and may in fact 
increase it. 

A smoking ban will cause bars, restaurants and 
clubs to close. 

Evidence from the United States suggests that a 
restaurant operating in a jurisdiction with smoke-
free legislation is both a more valuable business 
and a more profitable than comparable venues 
that allow smoking (4).   
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Fiction Fact 

Smoke-free dining and drinking will harm 
tourism in New South Wales. 

Evidence from the United States suggests that 
stringent smoking legislation does not affect 
hospitality revenue derived from tourism (11; 13). 

Smoke-free dining and drinking will affect 
gaming takings placing the financial viability of 
some pubs/hotels/clubs under stress. 

There is some evidence from the gaming 
industry that pokie revenues may be affected in 
the short term (14). However, whether this is a 
positive or negative result is open to 
interpretation. Contrary to this position however 
is some evidence from Massachusetts that 
states that that revenue from ‘bingo and other 
charitable games’ has not been affected by 
smoking bans (15). 
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