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Summary of: Does the Internet Make Markets More Competitive? Evidence from the Life Insurance Industry. By Jeffrey R. Brown and Austan Goolsbee
There are many questions being asked in this paper but mainly is about how important the internet about the reduction in search costs can be for market competition. This leads to sub questions for example ‘does internet foster the price competition or rice discrimination?’, ‘does the impact of internet usage varies when time pass?’ and ‘does the rising of internet have correlation with price?’.
The methodology is to take microdata from LIMRA International about insurance policies prices, characteristics and match them with microdata on the growth of the Internet usage and on-line insurance research from Forrester then fit them with hedonic regressions and later on include a measure of how likely the individual is to have researched insurance on-line. The sample that being used are premium payer aged 20-75 and without any other riders (ex. CPI) to keep pricing regression as homogeneous as possible and drop out some that lack demographic and policy information. To compute the measure of the probability of internet usage for each individual in each year, Technographics 1999 survey of Forrester was used. It conducted a nationally representative survey of almost 100,000 people in late 1998 gathering information on computer ownership, internet use, on-line buying behavior, demographic and geographic information on the individuals. Important question being ask was whether they have ever researched products online and one of the products was insurance. Demographics includes age, state, occupation, and income. Limitations of comparing the data with LIMRA data are occupation and income. The author compute each age-state-year, age-occupation-year, occupation-state-year, and age-income-year the share of people in that group that had online access in December of that year. Key importance of the regressions is the variation in both the levels and growth patterns of online usage between groups as all groups don’t grew at the same rate over time. It could be said that the main variable of interest is internet variable where dependent variable is log of the annual premium per 100 dollar of face value of insurance. Control variables are dummies (age, nonsmoking, gender, marital status, policy is rated or not, state, occupation, policy length, years), economies of scale in the costs of policies, value of the policy in real dollars, monthly CPI. Each dummies are used to check on different things for example year dummies is used to give price index in log terms for the cost of identical term life insurance over the period. Also,  is used for information accessibility with the meaning closing to zero is no information is obtain and 1 means receiving the complete information. This has an effect on search cost.
Many results are shown. The rising Internet use did not have effect on prices during the period before the insurance web sites existed nor did it affect the prices of types of life insurance. Interesting findings is the faster a group adopted the internet, the faster prices of term life insurance fell for that particular group. The data also show that the Internet-induced reduction in search costs actually increased price dispersion at first but when it is more widespread, the price dispersion fell. When  is large at the beginning, increasing  will reduce the dispersion. Also with the rise of internet usage, prices can shift downward but the ‘how’ can be done in to ways whether the firms lower their offer prices or not. It the firms lower the price, all customer benefit but if there is same offer distribution, only the internet user will benefit from it. These emphasize that the access to information is the key to make market more competitive as when search cost could influence switching cost, the customer could easily know and goes to the place that offer a lower price.
After going through the paper, the topic is interesting at the point of the time where paper was publish as it is the early stage of internet adoption in life insurance industry. It answer all the assumption but it is the result that somewhat predictable. Still, it align with the short-term-long-term economic concept that it has effect in short term but not in the long term as many incident in economics happens effectively only in short term. Benefits of getting to know the answer is more like a confirmation that the assumption is accurate. And the further used of it is varies on how readers could adapt the ideas with other industries. For example, hotel reservation platform like Agoda, booking.com reduce customer search cost as well. The differences between industries are the challenges because the idea cannot be 100% adapted. Still, it can be use for ‘taken into account’  thoughts for further used like planning up a strategic plan or value added option or new business model. For example, price match strategy. So if asked that it is convincing or not, the answer is yes but not very beneficial. It is straightforward answer with datas support to make it make sense with more fact-based result. In this current situation where internet can be easily access by most of the people, the paper might not be very beneficial anymore.
Economic theory that was used in this paper has been minor mentioned like price discrimination, Nash equilibrium, search cost and asymmetric information.
[bookmark: _GoBack]I certainly agree with the method of adopting the answer is appropriate as the data is done through period of time seeing the effect when time passes. However, my concern is not sure whether the data obtained is pooled cross-sectional data or panel data. If it is panel data then it is the best way to research this but if it is pooled cross-sectional data, I think the errors in result might be higher. Another control variable that I would like to suggest is chronic disease dummies as it increase the risk of personal health and might affect the decision of buying the insurance.

