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Spatial Correlation of Regional Prices and Influencing
Factors of Transmission Differences in China:An
Empirical Study Based on Dynamic Spatial Panel Model

ZHANG Ming, XIE Jia-zhi

(College of Economics and Management , Southwest University , Chongging 400047, China)

Abstract: Based on provincial panel data in China, this paper employs
new Keynesian-Phillips curve under open economy to construct a spatial e-
conometric model. Then it employs a dynamic spatial panel model to empiri-
cally study the spatial correlation of regional prices and the economic and so-
cial factors influencing the transmission differences. The estimation results
show that the positive correlation of prices in neighboring regions is gradual-
ly strengthening and the domestic markets in China tend to become an inte-
grated one. However, factors such as local protection and opening-up policy
restrict the circulation of products and factors among regions and weaken the
spatial transmission of regional prices, which are the reasons for the dispari-
ty of regional prices. The difference of regional output gap is also the impor-
tant reason for the disparity of regional prices. In addition, instead of local
output gap. global output gap has been the important driver of the dynamic
change in regional prices.

Key words: regional price; spatial correlation; transmission differ-
ence; local protection; opening up (FTiER%E #F M
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