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Does the internet make markets more competitive? Evidence from life insurance industry.
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This paper tries to answer if the increasing of internet usage reduces premium price of insurance policies while increases market competition. 

With the sense that increasing of using internet allows consumers to have lower searching cost to compare the insurance premium prices and relieves asymmetric information. However, internet usage might enlarge the product differentiation and increase ability to mark up price of among insurance companies. 

Basically, there is distinguished consumers into two types, the group who have searching cost and another group who have no searching cost. It says that if the number of the searching cost reduce the number of group who have no searching cost will increase and the average insurance premium price will decrease.

This paper collected data from the survey that was a panel data sets, since it collect the data in various period with different samples.  To make data homogenous, they used only term insurance with for only a person with the insurance holder has to be the premium payer. At first, they would like to collect data form LIMRA data, however, this data do not include information whether they had checked insurance sites online or not. Therefore, they turn to the Technographics survey of Forrester. Forrester asks of those with on-line access in how and if they ever searched to compare the prices between insurance companies. They also classified sample with age, state and occupation as dummies. Other independent variables includes D93, D94, D95, D96, D97, Nonsmoker, Male, Rated, Rlength, Participating, Own agent and Other( ie. Amount, length, marital status)

The result shows the regression can explain 83.7% of  data which means the explanatory is large and these variables suit the regression well. The result also says that premium price of term insurance keep falling. Since price was lower by 19% in 1996 and even lower by 27% in 1997. Although whole insurance price are not provided on online site, the price of whole insurance tend to decrease as term insurance.

Part2
4. Do you think the questions are interesting enough? What benefits do we get from knowing the answer? 
I think this paper is interesting enough. Since it was created during the beginning of internet era. As insurance is a financial product that the value and price of the product does not rely so much on quality or other factors unlike other product eg. food. So the insurance cleary represents the price competitiveness with the low searching cost. 

5. What economic theory was used in this paper? 
This paper mentioned about asymmetric information and price discrimination. However, for me, I think this research try to set hypothesis that using online which reduce searching cost to have symmetric information can increase competitiveness in the market, using econometric method or Stahl model to explain and shows the evidence.


6. Do you think the method adopted to answer research question is appropriate? 
Yes it is. It clearly explains the results. Plus, the panel data suit the method well since each years of those periods are the beginning of online site era. The number of consumers who accessed online site would increase every year. Therefore using panel data is better than cross sectional data in the case.
7. Are the variables used in econometric models appropriate? Any suggestion for 
additional control variables? 
There might be some variables that have high correlation and was not dropped out. However, so far, I think the variables are appropriate for this study.
8. Do you think the results are convincing? Why? 
The result might be convincing. Since the whole life insurance price also tend to decrease while there was no data of prices provided on online site. There might be other factors that explain the decreasing of term and whole life insurance prices.
