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Law of one price regional price difference and panel unit root test

XING W ei-bo', LI Sham-ton»g,r2

1 School of Taxation Central Un iversity of F nance and E conamn ics Beijng 100081, Chng
2 Devebpment Research Center State Council Beijng 100010 Chna)

Abstract This paper uses a panel of 33 prices of ndustrialmaterils fran 18 cities in China to provide an es
tmate of Chna’ s ntemal product maiket ntegration W e first define an inter-city price disparity variab lg
and then use Levin-L n-Chu PanelUnit RootTest to test if ntercity price difference is convergent n he long
mn The results are (1) Durng the ten years the price difference of most ndustrialmaterials becane snakt
ler and smaller and sk kinds of ndustrialmaterials have d ifferen t price d isparities (2) In our specified panel
models most tests denied he panel unit wot hypothesis So the price disparity of most pwoducts is convergent
and the rate of convergence is very high. These results suggest the ntemal productmaiket ntegration n Chna
has been fairly good and continue to makemore progress

Key words lav of one pricg price difference convergence matket Integration



