GCC Trade Agreements and
Tobacco Control

Jawad Al-Lawati MBChB., MPH.
Senior Consultant,
Director, Department of NCDs
Oman



Disclaimer

 The views and opinions expressed in this
presentation are solely mine as | serve in the
capacity of WHO/EMRO advisor and may not
be those of the WHO/EMRO or GCC states
collectively or those of individual states
including Oman.
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Basic Indicators

States Bahrain Kuwait
Oman Qatar KSA UAE

Population 46 Million

Area 2,423,000 Sg Km

GDP USS 1.37 Trillion

Per Capita GDP USS 30,000

http://www.gcc-sg.org/eng/



Population: 50% less than 15 Year
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GCC Economic Agreement

* First Agreement 1981
— Free Trade Area
— Common Custom Law

 Revised 2001

— Customs Union (Chapter I),

— Common Market (Chapter Il),

— Economic and Monetary Union (Chapter lll),
— Development Integration (Chapter 1V),

— Human Resources Development (Chapter V),

— Cooperation in the Fields of Scientific and Technical Research
(Chapter Vi),

— Transportation, Communications and Infrastructure (Chapter
VIl)



GCC- EU

 Framework Cooperation Agreement
— ratified 1988 1990

e accord each other MFN treatment(even
before any FTA reached)

* 1991 Further Negotiation started to reach FTA
— No progress due to tough negotiation
— 2008 - HALT all negotiations



FTA with the USA
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In Oman
Before 1970
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GCC Customs

e Saudi Imports
— USS 891 million in 2011

o 1' 57% Increase
— USS 600 million in 2009
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Tobacco trade in the GCC

° NOT State owned monopoly

° NOT Private multinationals owned Industry
NOT Multinational franchise
NOT Local industry

clele Exclusively import tobacco

® Hubs of international transit routes
* Duty free markets

® Oman and UAE growers (5000 Kg)
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Tobacco Taxes in GCC

* 100% (Ad Valorem/ Specific) on tobacco

33% of Retail Price Tax

WHO
Recommendation is

70-75% of Retail
Price




GCC: Bound vs. Applied Tariff Rates on
Tobacco Products

Bahrain
Kuwait

Oman
Qatar
KSA
UAE

100%
100%
150%
200%
200%
200%

100%
100%
100%
100%
100%
100%



Oman-USA FTA
Tobacco Allowed without Tax

Year Quantity
(Kilograms)
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Share of world population
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Stages to Raise
Tobacco Taxes in GCC

e 2001, Qatar minister of Health (Cardiologist)
requested tax increase in GCC Ministers’ Council.

— Not widely welcomed-> fear of “smuggling”

— But decided that each country should negotiate with its
own Ministry of Finance



e 2002-2007, Several WHO verbal and written proposals
sent to GCC assist them in tobacco tax reforms = no
response from Finance Ministers.

Smuggling

Smokers shifting to cheaper brands
Poor people affected

GATT

Bilateral trades with US

e 2008, Both Health + Finance Ministry of Saudi
requested increase in tobacco tariffs



Stages to Raise
Tobacco Taxes in GCC

e 2009, suggestion was sent to Ministers’ of
Finance Council 2 Formulated “committee

e 2010, First meeting of Joint committee:

- Explore applying article XX(b) and increase custom
taxes

{Approval of domestic taxes ]

* One country again raised objection ....“lead to
smuggling”



One veto
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After 2 years
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Current Situation

VAT of UAE
e \What taxes to create to Increase tobacco tax
* Tl working to augment fears of GCC gov



CIGARETTES
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CIGARETTES

5 Saall 3L8 51 Canewy Cpdanl)




CIGARETTES
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Conclusions

Tobacco is a significant burden in GCC

All GCC states are members of WTO

Only to Two GCC states have FTA with USA

FTA bilaterally negotiated (Bahrain + Oman vs USA)

GCC states relay on collective decision on (GCC custom
Law)

Despite restrictions of GATT, GCC political will to utilize FTA
and GATT to their advantage in TC is extremely limited.

Last GCC tax increase was in 2000

Article XX(b): provides exemptions as long as the measure
is non-discriminatory.

(Thailand and France Cases)
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