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Abstract:

The previous literature’s predictions on the determinants of unit price is
reviewed. The predictions by the general equilibrium trade theories, which
include the heterogeneous firms trade models (Eaton and Kortum (2002),
Melitz (2003), Baldwin and Harrigan (2011), among others) are shown not
to conform to the majority of the international trade. Quantity, which is not
the determinant of unit price in the general equilibrium theories, is shown in
fact to be the main determinant of unit price.
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