What Determines Tourists’ Spending Depth? Factors Influencing the Average Daily
Expenditure of Visitors to Taiwan: Evidence from 48 Years of Historical Data
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Abstract

This study aims to investigate the key determinants of international tourists’ average
daily expenditure per capita in Taiwan (y) over the period from 1977 to 2023. It
argues that analyzing expenditure value provides more substantive insight than merely
pursuing higher visitor numbers. Using a comprehensive dataset spanning 48 years,
the analysis incorporates variables including length of stay (X1), proportion of
tourism purposes (X3), average exchange rate (X4), economic growth rate (X5),
Consumer Price Index (CPI) (X6), global GDP (X7), and number of inbound visitors
to Taiwan (X2).

Following initial screening through simple regression analysis, the variable
representing market size—namely, the number of inbound visitors—was found to
exhibit a pronounced U-shaped residual pattern. Even after logarithmic transformation
and inclusion of polynomial terms, this issue persisted. Consequently, the variable was
excluded to prevent it from obscuring the effects of other economic variables. In
addition, extreme outliers corresponding to the years 2021 and 2022, which were
heavily affected by the COVID-19 pandemic, were identified and removed using
Cook’s Distance and RStudent diagnostic plots. This adjustment improved the
explanatory power of the model from 69% to 73.6%.

To construct the most robust predictive model, variable selection was further
conducted using forward selection, backward elimination, stepwise regression, and
all-subsets regression. Moreover, statistical corrections were applied to address
heteroscedasticity arising from fluctuations in high-spending tourist segments. As a
result, global GDP, which was initially statistically insignificant, emerged as a
significant explanatory variable.

In conclusion, depreciation of the New Taiwan Dollar or increases in domestic prices
tend to suppress tourists’ per capita expenditure, whereas improvements in the global
economic environment significantly enhance tourists’ willingness to spend.
Accordingly, this study suggests that tourism authorities should shift their policy focus
from pursuing “quantity” to enhancing “quality,” by closely monitoring global
economic trends and strategically attracting high-value visitors.

Keywords: average exchange rate; multiple regression analysis; average daily
expenditure per tourist; economic growth rate; outlier detection and influential point
analysis.
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