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This study aims to examine price transmission in three pairs of rubber markets,
namely, price transmission between local and central market of sheet rubber, price
transmission between local and export market of sheet rubber and price transmission
between local and export market of latex.

In this study, we use monthly price data between January 1997 and July 2005. For
time series data, there may be spurious regression so we first test unit root and order of
integration before constructing models. If the prices have the same orders then we estimate
Cointegration and ECM to explain long run relationships, short run dynamics and asymmetry.

Results show that a long-run relationship exists in all pairs. Long-run elasticity of
price transmission between local and central market is 1.06, nearly 1, because farmers use
price of central market in decision to sell their sheet rubber in local market. Long-run
elasticity of pfice transmission between local and export market is 1.13 for sheet rubber and
1.14 for latex. For sheet rubber and latex market, short-run price elasticity between local and
export market is 1.28 and 1.18 respectively. The elasticity is more than 1 because elasticity
of rubber supply is very low. All speed of adjustment coefficients are symmetry although
there is price interfere policy. The quantity of rubber interfered is low comparative to supply
of rubber. From the results, this study suggests that government should publicize price and
marketing information. Moreover, government should maintain price stability so that farmers

will have secure revenue.





