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Policies Toward Restriction on Cigarettes Consumption: Further

Empirical Evidence and Its Implication for the Public in
Saudi Arabia

Abdulla A. Al - Kheraiji
Department of Extension and Agricultural Economics, College of Agricuiture
King Saud University, Qassim Branch, Saudi Arabia
(Received 6/2/1417 ; accepted for publication 3 /7 /1418)

Abstract. Increasing awareness and health coneerns about smoking and consumption of tobacco are
important social issues. The formulation of public policy in regard to tobacco consumption requires reliable
information concerning the nature of demand for tobacco and tobacco products. A two-stage budgeting
procedure was used to estimate elasticities for tobacco and cigarettes in Saudi Arabia. To assess the effect of
three proposed places, the dynamic LA/AIDS with habit formation was used in every stage. Cigarettes were
disaggregated into U.S., European, and rest-of-world. Testing for habit and health concern and taste and
preference effects were performed in every stage.

Results indicated that habit effects occur for total expenditures on cigarettes and in cigarette types
(US. cigarettes). While there is no effect for taste and preference change in the latest stage, the elasticities
suggest that all tobacco and cigarctte types may be considered normal goods. The won-price elasticities point
towards more price responsiveness of consumption of U.S. cigarettes and European cigarettes than of
consumption of rest-of-world cigarettes.

Finally, the effectiveness of health scares in reducing the level of cigarette consumption by anti-
smoking policies given the nature of demand elasticities is questionable . The results indicated that policy
makers need to design a suitable method to finance a health education campaign about the risks of smoking..



