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Effects of Tariff Policies in Reducing
Tobacce Consumption in Saudi Arabia

Abdulah A, AL-Kheraiji
Depariment of Extension and Agricuitural Economics, C olfege uf Agriculture,
King Saud Universtly, Qussim Branch, Seuds Arabia,

Abstract. Increasing awareness and health concerns ahout smoking and consumptron of tobacco are important
issucs. A two-slage budgeting procedure, usial elasticities, and Vector Auloregressive were used Lo evaluate
the new tanifl policy 10 reduce tobaceo and cigarcites consumption 1n Saudi Arabia.

The economic impact of a cigaretic tariffication increase, and tar and nicoting decrease on the
consumption of tobacco and cigarettes types depend on demands structure angd public programs. With regards
to the three public measures, results suggest thai a case may be made for Uk differential tariffication of certain
cigarettes type, but the direction of changes i tariffs naturally depends upon the specific nature und purpose
of social control measures, If the purpose of tobacco tariffication is ta control consumption, il uppcars that the
grentest feduction in consumption, for a given laril) incrense, would occur for cigar and European cigarettes,
and the smallest reduction, for U.S, cigarettes and the rest-of-world cigarettes. For example, 50% increase in
tariffs, will effect impons of cigar by 110% while impartation of cigarette and other types will decrense by
18.5% and 26% rcspectively . Murcover the demand on Furopean cigarctics are more elustic (-0.90 than
American {-0.85) and rest of the world (<0.65) cigarettes. Therefore, a 50% increase in tarifficotion will effects
import of these types negatively by 60%, 40%, and 15% respectively. However, projection of tobacco and
cigarette consumption indicated that 1mpans of these goods will continue 10 rise in the future with and without
such restrictions .



