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Club convergence of Chinas regional price level based

on a nonlinear time-varying factor model
CHEN Chuanchuan ,YE Lu
(School of Economics and Management, Zhejiang Sci-Tech University, Hangzhou 310018, China)

Abstract: Convergence test of regional price level is of great research significance to the research of regional
segmentation in the commodity market. To study the convergence of regional price level in China, logzregression
and club convergence test are carried out for China’s consumer price index (CPI) from 1999 to 2017 based on a
nonlinear time-varying factor model firstly. The results show that the CPI is not convergent nationwide, China’s
commodity market has been segmented by regions, and 3 convergence clubs and 1 divergence group have
been formed in China. Secondly, the club formation mechanism is explored based on the space distribution
of each club and Ordered Probit model, and it is found that the formation of convergence club is related to
geographical location. This means CPI convergence is more likely to occur for close regions, and the
average sales price of commercial housing and foreign exchange earnings from international tourism have a
significant effect on the transfer of the clubs. Last, comparison of the clustering results of the longest
distance method indicates that the clustering result based on logzregression is robust.
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