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MECHANISM OF PRICE TRANSMISSION AND REGULATION IN
THE AGRICULTURAL CHAIN OF CHINA

ZHANG Lrxiang, ZHANG Xrcai

(School of Agriculture and Rural Development in Renmin University of

China , Beijing 100872, China)

Abstract: on the basis of observing 10 agricultural products’ monthly prices from 2002 to 2008, this
paper studies the long-term co-integration and short-term changes in the agricultural industry chain using
the Johansen model and VEC models, and conducts Granger causality test. The results show that: long
term cointegration does not exist in the industry chains of corn, rapeseed and laying hens. A long-term co
integration does exist in the chains of rice, wheat, soybeans, hogs, chickens, but in a short term the re
covery of co-integration is slow. Agricultural products suffer price fluctuations caused by extrusion of both
the upstream and the downstream. The prices can be transmitted to the upstream and downstream, but a
converse transmission does not exist. Accordingly, policy recommendations are given in the paper, inclur
ding a two-tier market, a price response mechanism and so on.

Key words: price transmission; industry chain; VEC model
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