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Equilibrium Price Dispersion in Retail Markets for Prescription Drugs (Sorensen)
	The object of this article design to explore the empirical importance of price dispersion that arises from imperfection information by examining retail prices for prescription drugs due to consumer search environment. Using data collected from posted prices in two geographically distinct markets within the same market and small town. Author observe price distribution that can be explained by costly consumer search but difference in in pharmacy service or location do not appear to explain fully the observed price variation. The empirical analysis hinges on the observation that consumers’ incentives to price-shop depend on characteristics of the drug therapy. Incentives to price-shop are strongest for prescriptions that must be purchased frequently, such as medications used to treat chronic conditions. The prediction is found to be true that Consumers’ increased propensities to price-shop for frequently purchased prescriptions should lead to less absolute dispersion and lower markups for such prescriptions. Frequency purchased prescription is important element of the search decision.
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[bookmark: _GoBack]With following simple regression, the result of absolute dispersion and price-cost margins display a negative, statistically significant relationship with the prescription’s purchase frequency. It can be implied that absolute dispersion of prescription prices to decrease with purchase frequency. Moreover, expected benefits of search are highest for prescriptions that must be purchased frequently, and equilibrium prices decrease and become less dispersed in response to consumers’ increased propensities to price-shop for such prescriptions 
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