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Market Discrimination, Regional Boundary
Effect and Economic Growth

ZHAQO Yong-liang, LIU De-xue

(School of Economics, Jinan University , Guangzhou 510632, China)

Abstract: Cross-regional price difference is regarded as a good substi-
tute index of domestic inter-regional trade. Based on the prices of 6 types of
commodities in 12 sample cities, the paper uses regression analysis and con-
cludes that Fangang index and the percentage of government expenditure on
GDP can provide better explanations of boundary effects of price differences
of 6 types of commodities besides such controlling factors as distance. It is
apt to form trade barriers in the areas with slow market-oriented reform and
to implement protection strategy by the local governments, so the assump-
tion of boundary effect has been verified. Through the regression analysis of
economic growth by introducing market integration index, it indicates that
provincial market segmentation has impacts on economic performance of
provinces who implement local protection strategy.

Key words: boundary effect; price difference; market discrimination
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