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An Analysis of Domestic and Foreign Travel Expenditure Using a Bivariate Sample
Selection Model

Kang Ernest Liu
Department of Economics at National Chung Cheng University, Chiayi, Taiwan
and
Hung-pin Lai
Department of Economics at National Chung Cheng University, Chiayi, Taiwan

Abstract

Understanding participation decision in travel activities and their expenditure patterns is
important from the prospect of family economics. In this paper, a generalized two-step
estimation technique is developed to investigate households’ travel processes, including
their participation in domestic and foreign travel as well as their expenditure levels.
Annual household data of year 2006 in Taiwan are employed, and several empirical
findings are profound. First, decisions on participation in both domestic and foreign
travel and their expenditure levels are jointly determined not separately. Second, income
is still one of the most important factors affecting both participation decision and
expenditure levels. In addition, households with higher income would likely to increase
possibility of participation in foreign travel. Third, several socio-demographic factors are
also important, including regions and education level of a household head. Finally, our
proposed semiparametric technique of using polynomial function approximation
outperforms Heckman’s two-step procedure.

Key words: Taiwan, travel expenditure, sample selection model, two-step estimation
procedure.



