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Abstract

We study the role of distance and time in statistically explaining price dispersion for 14 
commodities from 1732 to 1860. The prices are reported for US cities and Swedish 
market towns, so we can compare international and intranational dispersion. Distance 
and commodity-specific fixed effects explain a large share - roughly 60% - of the 
variability in a panel of more than 230,000 relative prices over these 128 years. There 
was a negative "ocean effect": international dispersion was less than would be predicted 
using distance, narrowing the effective ocean by more than 3000 km. Price dispersion 
declined over time beginning in the 18th century. This process of convergence was 
broad-based, across commodities and locations (both national and international). But 
there was a major interruption in convergence in the late 18th and early 19th centuries, at 
the time of the Napoleonic Wars, stopping the process by two or three decades on 
average.
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Figure 3: Beef Prices
              Sweden
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Notes: Prices are for 32 Swedish market towns, from Jorberg (1972), and for 
6 US cities, from Cole (1938).  All prices are in pounds sterling per barrel.



Figure 4: Wheat Prices
                Sweden
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Notes: Prices are for 32 Swedish towns, from Jorberg (1972), and 6 US 
cities, from Cole (1938).  Prices are in pounds sterling per bushel.



In
te

rn
at

io
na

l

di
st

an
ce

55
00

60
00

65
00

70
00

75
00

80
00

85
00

mdaqijk

02040608010
0

12
0

14
0

16
0

Sw
ed

en

di
st

an
ce

0
20

0
40

0
60

0
80

0
10

00
12

00
14

00

mdaqijk

02040608010
0

12
0

14
0

16
0

U
ni

te
d 

St
at

es

di
st

an
ce

0
20

0
40

0
60

0
80

0
10

00
12

00
14

00
16

00
18

00
20

00

mdaqijk

02040608010
0

12
0

14
0

16
0

Fi
gu

re
 5

: M
ed

ia
n 

A
bs

ol
ut

e 
D

ev
ia

tio
ns

N
ot

es
: O

bs
er

va
tio

ns
 a

re
 m

ed
ia

ns
 o

ve
r t

im
e 

of
 p

er
ce

nt
ag

e 
ab

so
lu

te
 v

al
ue

s o
f l

og
 p

ric
e 

di
ff

er
en

ce
s f

or
 1

4 
co

m
m

od
iti

es
.

Lo
ca

tio
ns

 a
re

 6
 U

S 
ci

tie
s a

nd
 3

2 
Sw

ed
is

h 
to

w
ns

.  
 D

is
ta

nc
e 

is
 m

ea
su

re
d 

in
 k

ilo
m

et
re

s o
n 

a 
gr

ea
t c

irc
le

.  
   



Fi
gu

re
 6

: D
ec

lin
in

g 
D

isp
er

sio
n

D
ec

ad
e

17
40

17
60

17
80

18
00

18
20

18
40

distance equation intercept

-0
.1

5

-0
.1

0

-0
.0

5

0.
00

N
ot

e:
  T

he
 so

lid
 li

ne
 c

on
ne

ct
s t

he
 d

ed
ad

e-
sp

ec
ifi

c 
in

te
rc

ep
ts

 α
t f

ro
m

 e
qu

at
io

n 
(5

.7
). 

 T
he

da
sh

ed
 li

ne
s s

ho
w

 th
e 

95
%

 c
on

fid
en

ce
 in

te
rv

al
s b

as
ed

 o
n 

do
ub

le
-c

lu
st

er
ed

 st
an

da
rd

 e
rr

or
s.


