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EXECUTIVE SUMMARY 

 

The Economic Consequences of Proposals to 

Further Regulate the Retail Sale of Cigarettes and Tobacco Products in 

New York City
1
 

 

The New York City Council is considering legislation that would tighten restrictions on the sale 

of cigarettes and other tobacco products.  The legislation would create draconian restrictions on 

tobacco retailing and have damaging consequences for the New York economy: 

 

 Tobacco is an important source of revenue and profits for many local retailers.  

Currently the average neighborhood bodega licensed to sell tobacco generates $3,300 per 

year in profits from tobacco sales.  In many cases these small businesses need these 

profits in order to keep the doors open and employ local residents.  

 

 More than 2,000 tobacco retailers are projected to fail or be forced to stop selling 

currently profitable products because of an increase in costs due to the proposed 

restrictions. The number of licensed tobacco retailers (currently 9,805) would fall by 

21%, to 7,766.  Bodegas, certain types of convenience stores, and specialty food stores 

would be particularly hard hit. The drop in the number of licensed tobacco retailers 

would be a result of an increase in regulatory costs as well as a reduction in the demand 

for legal cigarettes. 

 

 9,741 retail jobs will be lost. The brunt of the job losses are projected to occur in 

supermarkets and grocery stores (4,456 lost jobs), bodegas (3,615 lost jobs), and drug-

stores (1,259 lost jobs).  These are real people, with real jobs, living in communities 

throughout New York City. 

 

 Now is the worst time possible to pass regulations that cost jobs.  In an economic 

environment where the unemployment rate is 8.4 percent and nearly 336,400 people are 

trying to find jobs, regulations that could put 9,741 people out of work are 

counterproductive.
2
 

 

 Customers, disproportionately low to middle-income wage earners, will face a 

regulatory “tax” of $0.32 per pack due to the minimum price provisions and the 

inability to use coupons.  New York City, already overrun with a black market in 

cigarettes, will continue to see sales shift from law-abiding merchants to underground 

sources. Tax-paid sales are projected to fall by almost 2.5 million packs as a result of 

higher prices.  

 

                                                           
1
  This report was produced with financial support of Altria Client Services and RAI Services Company.  

Sources and methodology for the figures in this summary can be found in the full report.  
2
  Bureau of Labor Statistics, Regional and State Employment and Unemployment Summary, May 17, 2013, 

http://www.bls.gov/news.release/laus.nr0.htm.  

 

http://www.bls.gov/news.release/laus.nr0.htm


3 

 

 The State of New York and the City would see a reduction in excise and sales taxes 

revenues of $19.0 million as cigarettes sales shift to the black market.  New York 

City would lose $4.4 million in excise and sales taxes.  The State of New York would 

lose $12.9 million in excise and sales taxes, and an additional $1.7 million that New York 

City sends to Albany for the HCRA Tobacco Control and Insurance Initiatives pool.  This 

does not even account for the lost tax revenues and fees resulting from the smaller 

number of stores and jobs. 

 

 New York City is paying a high cost in lost jobs and revenues to create an anti-

business, anti-consumer environment.  Tobacco retailing in New York is already 

highly regulated and difficult.  In fact, research has shown that nearly two-thirds of 

tobacco sales are already made on the black market or from retailers located in other 

states.  These regulations will only harm those legitimate retailers that are performing ID 

checks, paying their taxes, and ensuring that cigarettes are not sold to minors. 

 

The projected economic damages are the result of new, costly restrictions the legislation imposes 

on already heavily-regulated tobacco retailers. Among other things, the bill would: 

 

 Prohibit the display of cigarettes or cigarette packaging of any type.  Cigarettes and 

other tobacco products would not just be behind the counter, but hidden either under the 

counter or in some other inaccessible, non-visible place.  Retailers would see losses of 

nearly $16 million from this provision alone as retailers would no longer receive 

promotional allowances and point of sale materials. Stores would also convert valuable 

selling areas into dead space due to the need to hide tobacco products. The average store 

would face combined costs of $1,593 from these provisions. 

 

 Prohibit retailers from redeeming coupons or honoring other price discounts for 

tobacco products.  This would amount to a regulatory “tax” of $0.32 per pack on 

consumers.  

 

 Create a minimum price for cigarettes and little cigars of $10.50 per pack. 
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The Economic Consequences of Proposals to 

Further Regulate the Retail Sale of Cigarettes and Tobacco Products in 

New York City 

 

Introduction 

 

New York City Mayor Michael Bloomberg has asked the City Council to approve legislation 

amending the City Code to tighten the restrictions on the sale of cigarettes and other tobacco 

products.
3
  These bills are part of the Mayor’s campaign to eliminate tobacco and smoking from 

New York City.
4
  It would create draconian restrictions on tobacco retailing and cause many of 

the stores licensed to sell tobacco products to either go out of business or to eliminate tobacco 

from their offerings. 

 

This briefing paper examines the provisions of the Mayor’s proposal, discusses how they will 

impact business costs across New York City, forecasts lost cigarette sales resulting from higher 

prices, and examines how these changes will impact retailing jobs throughout the City.  It is 

based on models developed by John Dunham and Associates (JDA) for Save our Stores, Inc.   

 

What Changes are called for in the Bill? 
 

The sale of cigarettes and tobacco products is tightly regulated by New York City’s Departments 

of Consumer Affairs and Health and Mental Hygiene.  To legally sell tobacco in New York City, 

companies must maintain a license, they must comply with age restrictions on who can handle 

the products, and they must post health warnings in the establishment.  In addition, retailers who 

sell tobacco products are subject to myriad restrictions placed on them by the State of New York 

and by cigarette manufacturers themselves – particularly those manufacturers who have signed 

the Master Settlement Agreement with 46 states, including New York.  

 

These new restrictions, which the Bloomberg Administration suggests are the most stringent in 

America, would add to this regulatory burden.  First, the bill would prohibit the display of 

cigarettes or cigarette packaging of any type.  In other words, cigarettes and other tobacco 

products would not only have to be sold from behind the counter, but from under the counter, or 

otherwise out-of-sight.
5
   

 

In addition to requiring cigarettes to be completely hidden from sight, the legislation would: 

 

• Prohibit retailers from redeeming coupons or honoring other price discounts for tobacco 

products; 

 

• Create a minimum price for cigarettes and little cigars at $10.50 per pack; 

                                                           
3
  Int. No. 1020-2013, A Local Law to amend the administrative code of the City of New York, in relation to 

the display of cigarettes and tobacco products by retail dealers of cigarettes and age restriction on entry to 

retail tobacco stores. 
4
  See: Mayor Bloomberg Announces New Legislation To Further Reduce Smoking Rate, Press Release, New 

York City, Office of the Mayor, March 18, 2013. 
5
  Certain tobacco only stores would be exempt from this provision; however, these stores would have to 

check the ID of any person entering the establishment in order to determine if they were of legal age to 

purchase tobacco products. 
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• Require that cigars costing less than $3 per unit be sold in packages of at least 4. 

 

Of these additional restrictions, the prohibition preventing retailers from redeeming coupons or 

honoring price discounts would have the greatest impact on retail operations and profitability.  It 

would also impact consumer prices since retailers would no longer be able to discount tobacco 

products. 

 

The following analysis examines the costs to both retailers and consumers of the two most 

onerous provisions of the legislation – the ban on displaying tobacco products and the ban on 

accepting coupons or price promotions. 

 

How Does this Impact Retailer Costs and Profitability? 
 

Currently there are 9,805 retail establishments in the City of New York that are licensed to sell 

tobacco products.
6
  These range from tobacco only stores, to small neighborhood bodegas and 

newsstands. (See Table 1 on the following page.) All told, in 2012, licensed retailers in New 

York City sold a total of 79,194,000 taxed packs of cigarettes,
7
 or an average of about 8,080 

packs per store, based on the current number of stores for that year.
8
   

 

All of the 9,805 licensed establishments are not the same.
9
  In order to determine the types of 

retailers that had licenses, JDA cross-referenced the license file with data gathered from Dun and 

Bradstreet’s Hoovers’ database and data from the US Department of Agriculture’s SNAP 

program.
10

  Using these records JDA was able to identify the type of retail establishment for 88 

percent of the licenses.  The remaining licenses were distributed across the store types based on 

the percentages of those that were matched.  Table 1 on the following page shows the estimated 

number of stores by type. 

 

While actual data on individual store (or even store type) cigarette sales is unavailable, total sales 

can be calculated based on New York City tax collections.  According to Orzechowski and 

Walker, approximately 79.2 million taxable packs of cigarettes were sold by licensed retailers in 

the City in 2012.  National sales data by store type can be found in the Census of Retail Trade for 

2007.
11

  These data provide information on total cigarette sales by store type, along with each 

store’s percentage of cigarette sales to total sales.  These data are adjusted to reflect national 

pricing and volumes for 2012, and then adjusted to reflect the volumes and sales in New York 

                                                           
6
  New York City Department of Consumer Affairs Response to FOIL Request, May 7, 2013. 

7
  Taxable sales data by month from Orzechowski and Walker. 

8
  This is equal to just over a carton of cigarettes per day on average.  

9
  Store type data are not available from the City of New York. 

10
  Dun & Bradstreet data is recognized nationally as a premier source of micro industry data. The D&B 

database contains information on over 15 million businesses in the United States.  It is used extensively for 

credit reporting, and according to the vendor, encompasses about 98 percent of all business enterprises in 

the country.  The D&B information database updates over 1 million times a day, over 350 million payment 

experiences are processed annually, and over 110 million phone calls are made to businesses. In addition, 

D&B uses a patented matching technology and over 2,000 information computer validations to ensure a 

high standard of data quality.   
11

  US Department of Commerce, Bureau of the Census, Census of Retail Trade, Subject Series - Product 

Lines: Product Lines Statistics by Kind of Business for the United States and States: 2007, on-line at: 

http://factfinder2.census.gov/faces/nav/jsf/pages/searchresults.xhtml?refresh=t 
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City for 2012.
12

  These adjusted data provide estimates of current average retail sales by outlet 

type for New York City.
13

 

 

Table 1 

Estimated Number and Type of Tobacco Outlets in New York City 

 

 
 

Overall sales based on the model were calculated to be $917.3 million.
14

  Table 2 outlines total 

estimates of sales by store type. 

 

Table 2 

Estimated Current (2013) Sales by Type of Tobacco Outlet in New York City 

 

 
 

As Table 2 shows, many tobacco outlets sell a relatively small amount of cigarettes on an annual 

(much less daily) basis.  This is mainly because the outlets tend to be quite small (for example 

                                                           
12

  Orzechowski, Bill and Rob Walker, The Tax Burden on Tobacco, Volume 47, March 2013. 
13

  The store type data are then allocated across licensee type based where possible on the NAICS code 

assigned to each firm; however, in the case of bodegas, specialty food stores sales were used as a proxy and 

for delis, the values for miscellaneous retailers was used as a proxy.  Drug store sales were discounted by 

20 percent, and tobacco store sales were discounted by 80 percent to reflect cigarette sales only. 
14

  Data based on actual tax-paid sales and average retail prices as reported by Orzechowski and Walker were 

$872.8 million in 2012.  Since the data are based on past sales and the model is based on the current 

number and type of licensees, it would be impossible for them to exactly match.  The fact that both 

calculations are within 5 percent of each other suggests that the model is structurally similar to the market. 

Store Type Identified Estimated Total Percent

Bodegas 2,327                         2,636                      26.9%

Convenience Store 664                             752                          7.7%

Deli 26                               29                            0.3%

Department Store 4                                 5                              0.0%

Drug Stores 781                             885                          9.0%

Gift and Novelty Shops 7                                 8                              0.1%

Integrated Gas/C-Stores 72                               82                            0.8%

Newsstands 725                             821                          8.4%

Other Gasoline Stations 260                             295                          3.0%

Specialty Food Stores 180                             204                          2.1%

Supermarkets and Grocery Stores 3,478                         3,941                      40.2%

Tobacco Stores 130                             147                          1.5%

Total Stores 8,654                         9,805                      100.0%

Store Type Estimated Sales

Estimated Sales 

Per Store

Estimated 

Packs

Estimated Packs 

Per Store

Bodegas $154,155,423 $58,470 14,151,207    5,367                     

Convenience Store $44,171,527 $58,714 4,054,871       5,390                     

Deli $1,051,748 $35,703 96,549            3,277                     

Department Store $159,912 $35,285 14,680            3,239                     

Drug Stores $90,152,994 $101,882 8,275,892       9,353                     

Gift and Novelty Shops $583,553 $73,579 53,569            6,754                     

Integrated Gas/C-Stores $26,832,062 $328,920 2,463,138       30,194                   

Newsstands $50,432,255 $61,396 4,629,596       5,636                     

Other Gasoline Stations $69,898,286 $237,281 6,416,544       21,782                   

Specialty Food Stores $11,924,356 $58,470 1,094,636       5,367                     

Supermarkets and Grocery Stores $437,511,831 $111,027 40,162,845    10,192                   

Tobacco Stores $30,435,002 $206,633 2,793,882       18,969                   
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newsstands) or firms where tobacco represents only a small part of a generally larger business 

(like a supermarket).  Anything that increases the cost of doing business, particularly for smaller 

firms, could lead them to stop carrying the product at all, and this might force them out of 

business entirely.  Even some large firms have found that the current high cost of tobacco 

regulations makes selling cigarettes an unprofitable business.
15

   

 

In the case of tobacco sales, profit margins across store types in New York State are not high, 

only about 6 percent.
16

  This means that across store types, the total retail profits from cigarette 

sales in New York City were just over $52 million, or $5,300 per store.  These averages varied 

widely, with the average bodega making about $3,300 and the average tobacco store, about 

$11,700.  These profit margins are based on total store costs and revenues so the margin on 

tobacco may be slightly higher or lower; however, since over 50 percent of the cost of cigarettes 

in New York City are simply taxes being collected from consumers, even at 6 percent, this 

implies a 12 percent profit margin on the actual cost of cigarettes themselves. 

 

Even though selling cigarettes and tobacco products is currently a profitable business, it is 

unlikely to be so for many retailers were the draconian regulations to be adopted.  Retailers 

would likely not be able to mark up products to account for the higher costs since they have only 

limited means to market cigarettes.  In addition, the overall costs imposed by the regulations are 

substantial.  Not even accounting for potential capital costs, the overall increase in retail 

expenses (due to reductions in retailer discounts and promotions) is about $15.6 million 

annually, or about 19-cents per pack.
17

  This is the result of three factors:  

 

 Retailers would lose certain promotional allowances since they no longer could display 

cigarettes,  

 Retailers would lose point of sale discounts since they would be subject to minimum 

pricing, and 

 Retailers would bear the cost of the dead space used to hide cigarettes and other tobacco 

products from consumers. 

Data on actual promotional allowances paid to New York City based retailers are not available; 

however, the Federal Trade Commission publishes information on overall promotional 

allowances paid to retailers nationally.
18

  Data are available through 2010, and are projected 

linearly to 2012.  Based on this projection, nationally about $821.6 million in promotional 

payments were made in 2012.  New York City accounts for roughly 0.56 percent of total taxable 

pack sales.
19

  Applying this percentage to the $821.6 million figure suggests that New York City 

based retailers would have received about $4.635 million in promotional allowances in 2012.  

This is distributed across store types based on estimated pack sales. 

 

                                                           
15

  See for example: Sprunk, Cara, Wegmans to End Sale Of Cigarettes in Stores, The Cornell Daily Sun, 

January 22, 2008. 
16

  Arithmetic average of profit margins for food and beverage stores and miscellaneous retailers.  Source 

IMPLAN tables for New York State, 2010. 
17

  This is the sum of additional rental expenses ($10.98 million) and lost promotional allowances ($4.635 

million) 
18

  See: Federal Trade Commission, Federal Trade Commission Cigarette Report for 2009 and 2010, 2012. 
19

  Op. cit. Orzechowski. 
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In addition to losing the promotional allowances, retailers would be required to find space under 

their counter – or in some other hidden place – to stock cigarettes.  Even retailers who sell about 

a carton of cigarettes a day would be required to do this.  The smallest cigarette storage rack 

available on the commercial market appears to be about 10 square feet in size (or about the size 

of a small office desk).
20

  In other words, retailers would have to find a minimum of 10 square 

feet of dead storage space to hide cigarettes.
21

  This provision imposes a considerable burden on 

store operators since retail space in New York City is particularly expensive.  According to the 

Real Estate Board of New York, the cost of commercial retail space in Manhattan ranges from 

$2,250 per square foot to $112 per square foot.
22

 Obviously most bodegas are not paying rents 

equal to those on Madison or 5
th

 Avenue, so rents on 125
th

 street ($112 per square foot) are used 

as a proxy.  This equals a minimum cost of $1,120 annually per store.  Table 3 outlines all of the 

additional costs and lost payments by store type. 

 

Table 3 

Estimated Lost Payments and Increased Costs by Retail Type 

 

 
 

All told, these additional costs are equal to $1,593 per store, and while this does not seem 

particularly large, it will keep some retailers from stocking tobacco products.  That is because the 

$1,593 is a direct cost to the retailer.  Assuming a 6 percent profit margin this actually represents 

what a bodega or convenience store would make from as much as $26,500 in overall sales.  

Couple this with the reduced demand for cigarettes due to higher consumer prices resulting from 

the end of couponing and discounting of about $3,500 for the average bodega and business 

owners will ultimately have to decide if it makes sense to either continue to sell cigarettes, to 

leave the product category, and in many cases to simply close their business.  In other words, 

                                                           
20

  This would be a metal 5-foot wide under shelf cabinet with cigarette merchandising shelves (overall 

dimensions 60 inches wide x 24 inches deep x 34 inches high. 
21

  Note that this is a proxy for the cost to the retailers of providing specialized covered storage space for 

cigarettes.  It does not necessarily mean that stores will be required to rent 10 additional square feet, but 

rather serves as a measure of the value of the retailing space that must now be hidden from customers sight 

either in a storage room, in space under a counter, or even on existing racks that are covered with some sort 

of curtain. 
22

  Retail Report: Spring 2011, Real Estate Board of New York, http://www.rebny.com/.  Data for Spring 

2011. 

Store Type

Lost Promotional 

Fees Increased Rents

Total Loss to 

Stores

Bodegas $778,855 $2,952,875 $3,731,730

Convenience Store $223,172 $842,591 $1,065,763

Deli $5,314 $32,993 $38,307

Department Store $808 $5,076 $5,884

Drug Stores $455,489 $991,060 $1,446,548

Gift and Novelty Shops $2,948 $8,883 $11,831

Integrated Gas/C-Stores $135,566 $91,365 $226,932

Newsstands $254,804 $919,998 $1,174,802

Other Gasoline Stations $353,154 $329,930 $683,084

Specialty Food Stores $60,247 $228,413 $288,660

Supermarkets and Grocery Stores $2,210,484 $4,413,451 $6,623,935

Tobacco Stores $153,770 $164,965 $318,735

Total Stores $4,634,611 $10,981,600 $15,616,211

http://www.rebny.com/
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what seems like a relatively small amount of money can have a very large impact on an 

individual small business. 

 

How Would The Proposal Increase Prices to Consumers? 

 

The proposed regulations not only impact retailer costs, they also impact the price of cigarettes at 

the consumer level.  While stores will see their costs rise by about 19-cents per pack, consumers 

will face even higher prices.  Based on data from the Federal Trade Commission projected 

linearly to 2012, the nation’s cigarette companies spent about $4.44 billion on price promotions 

and coupons.
23

  Extrapolating this to New York City sales suggests that consumers received 

about $25.0 billion in price promotions, or 32-cents per pack. Already, consumers in New York 

City face the highest retail cigarette prices in the country (estimated at about $10.89 per pack in 

2012 or very close to the minimum price set in the Mayor’s bill.)  Because of this, City residents 

are voting with their feet, and procuring cigarettes from stores outside of New York City’s 

jurisdiction, or often on the black market.  In fact, according to the Tax Foundation, 60.9 percent 

of all cigarettes purchased in New York State are smuggled.
24

 

 

How Might These Increased Prices Impact Overall Cigarette Sales? 

 

Since tobacco is taxed at different rates in different states, consumers in a given jurisdiction can 

take advantage of a wide range of prices.  Not only can consumers in New York City purchase 

cigarettes from local retailers like convenience stores, grocery stores or tobacco outlets, but they 

can also purchase the same exact product from similar stores in neighboring states, or from duty 

free stores on ships, in airports or along the Canadian border.  Consumers can also order 

cigarettes from vendors overseas via the Internet. These vendors typically sell counterfeit 

versions of premium brands and use the U.S. mail or private shippers to get them directly to 

consumers. Consumers also have access to cigarettes sold in Native American smoke shops 

located on one of the 10 reservations in the state, or on military commissaries and post 

exchanges.  While many of these sales may ultimately avoid payment of appropriate excise and 

sales taxes and New York City residents are required by law to remit these taxes to the 

Department of Taxation and Revenue, widespread tax avoidance is common, either intentionally 

or unintentionally.   

 

Since consumers have so many different – and less expensive – alternative sources to purchase 

cigarettes and other tobacco products, the taxable sales recorded in New York cannot fully 

reflect actual demand.  In particular, since many of these alternative transactions are illegal, they 

are not recorded in official records, making actual data on alternative transactions impossible to 

obtain.  Therefore, a model has to be constructed to determine actual cigarette demand in New 

York City.
25

   

                                                           
23

  Op. cit. Federal Trade Commission. 
24

  LaFaive, Michael and Todd Nesbit, Cigarette Smuggling Remains High in Michigan, Elsewhere, Mackinac 

Center for Public Policy, Viewpoint on Public Issues, February 4, 2013, at: www.mackinac.org/18219.  

Another recent analysis examined certain neighborhoods in the Bronx and concluded that over 76 percent 

of discarded cigarette packs in that area did not have proper tax indicia.  See: Kurti, Marin, et. al., The 

illegal cigarette market in a socioeconomically deprived inner-city area: the case of the South Bronx, 

Tobacco Control, published on-line August 4, 2012. 
25

  The model used in this analysis is a multi-segment demand model.  This model is similar to those that JDA 

has constructed to model the national cigarette, moist snuff, cigar, beer, wine, spirits, and aviation fuel -

http://www.mackinac.org/18219
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Given the degree of price differentiation of products available, every consumer faces multiple 

choices regarding where and how to purchase cigarettes. This model addresses that and estimates 

the probability attached to each of the possible decisions.  Based on the model, a price increase 

of 32-cents per pack is equal to a 2.9 percent increase.  Based on the model’s elasticity of -1.013 

after all cross-border effects are taken into account, this means that total demand for cigarettes in 

New York City would fall by just under 2,475,700 packs.  These lost sales will also impact 

tobacco retailers in the City, resulting in lost profits of about $1.673 million.
26

 

 

How With Changes in Costs Impact the Number of Licensed Retailers? 
 

Taken together, the lost profits and additional costs for existing retailers would be close to $17.3 

million; however, this will not be evenly distributed across all 9,805 licensed outlets.  Some 

might even see higher cigarette sales as other retailers exit the tobacco business.  While it is 

impossible to know precisely which individual stores may or may not continue to carry cigarettes 

were these regulations to go into effect, it can be assumed that no retailer would stay in business 

if their expected profits were negative.
27

   

 

One potential limit on whether or not a company will stay in the cigarette retailing business 

would be the cost of maintaining a license (as well as the expected cost of fines resulting from 

the accidental sale of tobacco to a minor).  Currently the City of New York charges a fee of $110 

for a two-year tobacco retailing license, or $55 per year.
28

  In addition, although licensed retailers 

would not knowingly sell to minors, there is a potential of going afoul of the various tobacco 

sales laws.  The fine were this to happen in New York City is $3,550, and even the most 

scrupulous and exacting retailer could face a fine from time to time.
 29

 

 

New York City does not make data on fine and fee collection readily available, but the City’s 

Comptroller audited the Department of Consumer Affairs in 2007 and examined tobacco fines.
30

  

In this report, the Comptroller states that the City assessed $18.6 million in fines over a period 

from 2000 to early 2006.  This equals about $3.3 million per year, and if the City is still 

assessing that amount would be equal to an expected fine of $342 per store.  Using this figure 

along with the $55 licensing figure, the minimum profit that a store would need to just break-

                                                                                                                                                                                           

industries all of which have similar tax structures.  This model examines cross border sales of cigarettes 

among the 50 states and the District of Columbia, as well as certain untaxed sales, mainly motivated by 

price differentials resulting from different tax rates.  The model estimates in-state demand of own-state 

taxed sales of cigarettes and exports to and imports from other states.  The general methodology is a two-

stage estimation of the demand equation linked to a non-linear programming model of the import and 

export patterns.  Taxable sales were obtained from The Tax Burden on Tobacco: 2011.  Price per pack was 

obtained from The Tax Burden on Tobacco 2011. The prices are adjusted for state sales tax. Population 

Estimates, Race and Hispanic Origin from the Bureau of the Census.  State-to-state centroid distance data 

were obtained from Caliper Corp. 
26

  This is calculated by multiplying lost cigarette sales (2.476 million packs) by the non-discounted price per 

pack ($11.21) by the profit margin (6.03 percent). 
27

  Also, this analysis assumes that store sizes are static, and higher sales in a given category would require 

more stores.  This may not be the case and existing tobacco stores may pick up volume from those exiting 

the business.  Therefore, the change in stores should be thought of as a change in volumes over a given 

store category and may not reflect actual outlets on the ground.  
28

  New York City Department of Consumer Affairs, at: www.nyc.gov/html/dca/html/licenses/127.shtml. 
29

  Ibid. 
30

  Audit Report on the Department of Consumer Affairs Internal Controls over The Processing of Violations 

and Collection of Fines, New York City Office of the Comptroller, June 18, 2007. 
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even would be $397.  

 

The new costs by store type, as well as the 

expected reduction in tax-paid sales leads to 

falling store profits across most categories, 

with licensed retailers in the minor 

categories of delis and department stores 

becoming unprofitable overall.  Removing 

the unprofitable store types from the 

analysis and solving so that overall sales 

across store types equal expected sales, 

leaves an estimated 7,766 stores selling 

tobacco products under the proposed 

regulations. That is equal to a loss of over 

2,000 retailers, or a 21 percent drop from the 

current number of stores.  

 

Table 4 shows the prior number of stores 

and the expected number following the 

implementation of the proposed 

legislation.
31

  As the table shows, certain 

types of retailers, namely gasoline stations 

and tobacco only outlets will experience growth, as others, particularly local bodegas and smaller 

grocery type stores are forced out of the tobacco business by the increased costs from the 

regulations.  

 

Table 4 

Estimated Change in Retail Outlets 

 

 
 

Table 5 shows the New York City Council districts that will likely experience store closings of 

21% or more. 

 

 

                                                           
31

  Note the total is slightly different due to rounding. 

Store Type Existing Stores

Stores Under 

Proposed Law Change Percent Change

Bodegas 2,636                         1,305                      (1,331)             -50.5%

Convenience Store 752                             374                          (378)                 -50.3%

Deli 29                               9                              (20)                   -69.4%

Department Store 5                                 1                              (4)                     -77.9%

Drug Stores 885                             763                          (122)                 -13.8%

Gift and Novelty Shops 8                                 5                              (3)                     -37.0%

Integrated Gas/C-Stores 82                               227                          145                  178.3%

Newsstands 821                             592                          (229)                 -27.9%

Other Gasoline Stations 295                             427                          132                  45.0%

Specialty Food Stores 204                             101                          (103)                 -50.5%

Supermarkets and Grocery Stores 3,941                         3,704                      (237)                 -6.0%

Tobacco Stores 147                             258                          111                  75.2%

Total Stores 9,805                         7,766                      (2,039)             -20.8%

Methodological Note 
 

It should be noted that this analysis is based on a 

mathematical model, and as with all models, this one 

is only a representation of reality.  One of those 

representations is that the model is based on “average 

stores,” or as an economist would say, the unit of 

analysis in this model is a store.  Because of this, 

individual store sizes are fixed.  If cigarette sales 

move from bodegas and local convenience stores to 

the larger gas station based c-stores of the type that 

are more common in suburban areas, the model 

represents this as a loss in the number of bodegas and 

gains in the number of gas stations.  It does not 

necessarily mean that 450 new gasoline stations will 

open in the City, but rather that the number of 

cigarette sales equal to those currently sold by  450 

gasoline stations will be added to that category’s 

overall sales.  Some new stations may open while 

others may close, but in aggregate gas stations will 

gain sales.  The opposite is true of bodegas, which 

will lose sales forcing some stores to close, others to 

lay off workers and still others to completely revise 

their business model. 
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Table 5 

City Council Districts with Greater Than 21% Store Closings  

 

  
 

How Will Reduced Sales and Outlets Impact Retail Employment and Tax Revenues in New 

York City? 

 

Every store is different, but in the end all retailers hire workers based on their revenues and 

profits.  The more that they make, the more people they hire.  Based on this analysis overall 

retail profits will fall by over $17 million prior to any stores leaving the market.  Following this 

adjustment in the number of stores and sales total profits from cigarette sales alone in the 

remaining New York City licensed retailers is expected to fall by just over $14.8 million.
32

  

Based on data from the Bureau of Economic Analysis, a calculation of profits per employee by 

store type can be derived.  Dividing lost profits by this figure suggests that the implementation of 

the proposed regulations will cost the retail industry in New York City as many as 9,741 

employees.
33

  Of these, over 3,600 will be in local bodegas.  Table 6 outlines lost jobs by store 

type.  Note that some outlet types – particularly gasoline stations – will see enhanced 

employment. 

 

                                                           
32

  This is calculated by subtracting the current profits ($52.0 million) to those calculated from the 7,766 stores 

remaining after the implementation of the restrictions ($37.2 million).  Profit margins are kept consistent at 

just over 6 percent of total cigarette sales. 
33

  Job losses are calculated by multiplying lost profits by an employee/profit ratio for each retailer type.  

These ratios come from the Minnesota IMPLAN group’s input-output tables for New York State.  These 

figures could be slightly higher or lower if profits per employee differ significantly between the state 

overall and New York City. 

District Name Borough Party Stores Estimated Loss Percent Loss

3 Christine C. Quinn Manhattan Democrat 617 -184 -29.8%

4 Daniel R. Garodnick Manhattan Democrat 236 -68 -28.8%

6 Gale A. Brewer Manhattan Democrat 140 -40 -28.6%

1 Margaret Chin Manhattan Democrat 351 -100 -28.5%

14 Fernando Cabrera Bronx Democrat 178 -49 -27.5%

2 Rosie Mendez Manhattan Democrat 257 -70 -27.2%

29 Karen Koslowitz Queens Democrat 138 -37 -26.8%

5 Jessica S. Lappin Manhattan Democrat 153 -41 -26.8%

10 Ydanis Rodriguez Manhattan Democrat 177 -46 -26.0%

15 Joel Rivera Bronx Democrat 250 -63 -25.2%

43 Vincent J. Gentile Brooklyn Democrat 219 -55 -25.1%

8 Melissa Mark-Viverito Manhattan Democrat 223 -56 -25.1%

9 Inez E. Dickens Manhattan Democrat 153 -36 -23.5%

25 Daniel Dromm Queens Democrat 125 -28 -22.4%

18 Annabel Palma Bronx Democrat 178 -39 -21.9%

39 Brad Lander Brooklyn Democrat 168 -36 -21.4%

7 Robert Jackson Manhattan Democrat 150 -32 -21.3%

16 Helen D. Foster Bronx Democrat 193 -41 -21.2%

31 Donovan Richards Queens Democrat 153 -32 -20.9%

36 Albert Vann Brooklyn Democrat 209 -43 -20.6%
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Table 6 

Lost Jobs by Outlet Type 

 

 
 

In addition to costing the City and State significant numbers of jobs, the proposed legislation will 

impact tobacco excise and sales taxes, as well as the payments made by the City to the State’s 

HCRA Fund.  In calendar year 2012, New York City collected $118.8 million in cigarette excise 

taxes.  Of this, 46 percent, or $54.6 million was transferred to the State.  In addition to this, the 

State of New York collected $1.478 billion in additional cigarette taxes.  The State also collected 

a sales tax equal to 4.0 percent of the cost of the cigarettes sold (or an estimated $127.4 million), 

and New York City collected a sales tax of 4.5 percent on the cigarettes sold in its jurisdiction 

(or an estimated $38.8 million).  Table 7 below shows the current cigarette tax collections for 

New York which total almost $1.763 billion. 

 

Table 7 

Current Cigarette Tax Collections (2012) 

 

 
Note: New York City excise tax revenues are net of the state’s share of City taxes earmarked for the HCRA program 

 

The proposed legislation puts much of this tax revenue at risk.  By drastically regulating the 

ability to sell cigarettes in New York City, nearly $19.0 million in tax revenues will be lost, with 

as much as $14.6 million of that loss occurring to the state budget.  Table 8 outlines the lost sales 

and excise tax revenues resulting from the reduction in New York City cigarette sales.
34

 

 

  

                                                           
34

  While some of these lost sales will be made up for through cross-border shopping to New York State based 

retailers, the fact that 61 percent of the sales to New York state residents are already on the black market or 

occur across state lines suggests that this will be small. 

Store Type Lost Jobs Percent of Total

Bodegas (3,615)                        37.1%

Convenience Store (480)                           4.9%

Deli (31)                              0.3%

Department Store (65)                              0.7%

Drug Stores (1,259)                        12.9%

Gift and Novelty Shops (160)                           1.6%

Integrated Gas/C-Stores 368                             -3.8%

Newsstands 464                             -4.8%

Other Gasoline Stations (359)                           3.7%

Specialty Food Stores (280)                           2.9%

Supermarkets and Grocery Stores (4,456)                        45.7%

Tobacco Stores 133                             -1.4%

Total Stores (9,741)                        100.0%

Tax New York State New York City Total

Excise Tax 1,477,620,548$         64,147,410$        1,541,767,958$     

HCRA 54,644,090$              -$                       54,644,090$           

Sales Tax 127,371,762$            38,821,305$        166,193,067$         

Total 1,659,636,400$         102,968,715$      1,762,605,115$     
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Table 8 

Expected Change in Cigarette Tax Collections (2013) 

 

 

 

Conclusion 

 

New York City is once again attacking smokers and licensed businesses that sell tobacco 

products.  This time, the Mayor wants to enact draconian regulations that will make the display 

of cigarettes illegal and will ban most legal promotional activity.  If this legislation were to pass, 

as many as 21 percent of existing licensed tobacco outlets will likely stop selling cigarettes.  This 

would put 9,741 retail employees out of work and could cost the New York City and the State of 

New York almost $19.0 million in revenues. 

 

  

Tax New York State New York City Total

Excise Tax (10,769,285)$             (2,005,315)$         (12,774,601)$          

HCRA (1,708,231)$               -$                       (1,708,231)$            

Sales Tax (2,111,920)$               (2,375,910)$         (4,487,829)$            

Total (14,589,437)$             (4,381,225)$         (18,970,662)$          



15 

 

About John Dunham and Associates 

 

John Dunham and Associates (JDA) is a leading New York City based economic consulting firm 

specializing in the economics of fast moving issues. JDA is an expert at translating complex 

economic concepts into clear, easily understandable messages that can be transmitted to any 

audience. Our company’s clients include a wide variety of businesses and organizations, 

including some of the largest Fortune 500 companies in America, such as: 

 

 Altria 

 Diageo 

 Feld Entertainment 

 Forbes Media 

 MillerCoors 

 Verizon 

 Wegmans Stores 

 

John Dunham is a professional economist with over 25 years of experience.  He holds a Master 

of Arts degree in Economics from the New School for Social Research as well as a Masters of 

Business Administration from Columbia University.  He also has a professional certificate in 

Logistics from New York University. Mr. Dunham has worked as a manager and an analyst in 

both the public and private sectors. He has experience in conducting cost-benefit modeling, 

industry analysis, transportation analysis, economic research, and tax and fiscal analysis. As a 

senior economist for Philip Morris, he developed tax analysis programs, increased cost-center 

productivity, and created economic research operations. He has presented testimony on 

economic and technical issues in federal court and before federal and state agencies.  

 

Prior to Phillip Morris John was an economist with the Port Authority of New York and New 

Jersey, the Philadelphia Regional Port Authority and the City of New York. 


