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ABSTRACT

In order to response the requests from western countries, Taiwan Government 
continually practiced import liberation of foreign cigarettes and terminated tobaccos 
and wines monopoly in 1987. Furthermore, smoking not only increases the risk of 
getting disease but also augments the cost of medical treatment of national health 
insurance. In order to lower the smoking rate and subsidize the National Health 
Insurance, Taiwan Government continually carried out the Tobacco Hazards 
Prevention Act in 1997,change of the Tobacco and Alcohol Tax Law in 2002, and the 
Tobacco Health and Welfare Tax.

This paper aims to analysis the comprehensive influence Tobacco Hazards 
Prevention and of Tobacco Health and Welfare Tax on demand for cigarette in 
Taiwan. Annual time series data through 1971 to 2009 from Taiwan tare used to
estimate the demand for cigarettes, in consideration of the import liberation of foreign 
cigarettes, of anti-smoking campaigns on cigarette case, of the Tobacco Hazards 
Prevention Act, of smoking-related health information, and of the Tobacco Health 
and Welfare Tax. Moreover, this paper hopes to provide government with suggestion 
about the amendment of cigarette management policy.

The results indicate that the price elasticities for domestic and imported 
cigarettes are -0.88and -0.47, respectively. The income elasticities are 0.06 for 
domestic and 0.18 for imported cigarettes and the cross-price elasticities are 0.40 for 
domestic and 0.63 for imported cigarettes through 1971 to 2009. Besides, the spread 
of cigarette health information, anti-smoking campaigns on cigarette case, and the 
Tobacco Health and Welfare Tax have had a significantly negative effect on domestic 
and imported cigarette consumption. In addition, opening the markets to imported 
cigarettes has had a significantly negative effect on domestic cigarette consumption, 
but had a significantly positive effect on imported cigarette consumption. Finally,
Tobacco Hazards Prevention Act has a significantly negative effect on domestic 
cigarette consumption, but had an insignificantly effect on imported cigarette 
consumption.

Although Taiwan cigarette management policies are significant, their effects on 
domestic cigarettes are more significant than on imported cigarettes. We presume that 
imported cigarettes have a variety of categories, and some of them have high qualities. 
Therefore, imported cigarettes’ absolute value of price elasticity and income elasticity 
are smaller than domestic cigarettes’. Furthermore, the prices of cigarettes in Taiwan 
are still too low and raising the prices is an effective method for reducing the 
consumption on cigarette. For these reasons, in order to increase the influence on 
consumption of imported cigarettes, Taiwan Government should increase the amount 
of the Tobacco Health and Welfare Tax, and transform it from unit tax into ad
valorem tax.

Keyword cigarette management policy, the Tobacco Hazards Prevention Act, 
the Tobacco Health and Welfare Tax, cigarette demand
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* 5 H0

4-4
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H0



 

53 

(collinearity)

5-3 0.7

-0.7

SUR 5-4

-0.41554

-0.231646

0.007363

0.004305

5-4

SRIIT



 

54
 

5-
3

SR
II

T

1

0.
60

01
06

1

0.
44

70
02

0.
10

46
85

1

SR
II

T
0.

43
96

89
0.

01
45

06
0.

65
41

77
1

0.
16

16
11

-0
.1

38
81

0.
65

35
55

0.
61

47
47

1

0.
01

22
11

-0
.4

26
22

0.
31

65
03

0.
39

92
89

0.
28

89
26

1

0.
48

99
25

0.
29

92
38

0.
69

46
5

0.
63

32
57

0.
46

18
80

0.
16

68
12

1

0.
70

86
96

0.
42

78
54

0.
59

30
79

0.
61

99
09

0.
32

65
99

0.
11

79
54

0.
56

56
85

1



 

55 

5-4

t-Statistic t-Statistic

8.775097* 6.333818 -19.42024* -3.867967

-0.41554** -1.672014 0.287419* -2.44333

0.077307** 1.010706 -0.231646* 2.45594
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0.490008

20 45

2009

13.98 8.69

5-5



 

58 

-0.4 -0.8

5-5

1 0.399207 1

0.630633

5-5

1 0.092766

0.137477

5 1

0.056773 0.176833 10

1 0.000119

0



 

59 

1971 2009

2002

0

SRIIT



 

60 



 

61 

1. 1978 13
8

2. 2007
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