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Abstract

This study provides a comprehensive review of Taiwan s current Tobacco Health
and Welfare Surcharge (hereafter “tobacco surcharge” ) system, focusing on its
fiscal role, legal framework, fairness, and efficiency, while also exploring the
feasibility and recommendations for expanding health risk taxation. First, we trace
the evolution and fiscal function of the tobacco surcharge since its introduction in
2002, outlining trends in revenue collection and its positioning within government
budgeting. Next, we examine relevant regulations—including the Tobacco Hazards
Prevention Act, the Tobacco and Alcohol Tax Act, and the Regulations for the
Allocation and Operation of the Tobacco Health and Welfare Surcharge—to identify
structural shortcomings in the current design, such as ambiguous legal status, rigid
allocation mechanisms, and inadequate oversight.

Drawing on Legislative Yuan bulletins, reports from the Control Yuan, and statistical
data from budgetary authorities, this study evaluates the tobacco surcharge s
performance in terms of tax equity and fiscal efficiency. On one hand, it analyzes
the regressive nature of a surcharge paid by smokers yet benefiting the general
public, with attention to its distributional impact across socio-economic groups. On
the other, it examines the stability of surcharge revenues and the execution rates of
designated expenditures to assess whether this earmarked funding mechanism
achieves its intended fiscal and public health objectives.

The analysis is supported by official statistics and visualizations spanning the past
decade, including revenue trends, budget execution across expenditure categories,
and cross-national comparisons. Notably, the study surveys emerging or
underregulated health risk products—such as electronic cigarettes, sugar-sweetened
beverages, alcohol, cannabis, betel nut, and processed foods—modeling the potential
revenue yield if they were integrated into the taxation system. International practices
in countries such as Canada, the United States, the United Kingdom, Germany, South
Korea, Mexico, and Denmark are referenced for comparative insights.

The study concludes with policy recommendations aimed at “resolving the misuse
of the tobacco surcharge as a discretionary fund for the Ministry of Health and
Welfare.” It advocates for stronger legal oversight, reform of allocation mechanisms,
and the expansion of taxable health risk items to enhance the transparency and
efficiency of fiscal resource use, thereby ensuring a balance between fairness and
effectiveness in the health risk taxation system.

Keywords: health risk, tobacco health and welfare surcharge, Tobacco Hazards
Prevention Act, electronic cigarettes, sugar-sweetened beverages, alcohol, cannabis,
betel nut, processed foods
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