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Equilibrium Price Dispersion in Retail Markets for Prescription Drugs

	This study tried to find out the importance of price dispersion due to costly consumer search by examining retail prices for prescription drugs. There are two distinct markets which varies from each other and controlled by different pharmacies. The author studied about the consumers' incentive to price-shop depend on characteristics of the drug therapy. 
[bookmark: _GoBack]	The law of one price cannot be adapted for drug therapy market. Even if they are homogeneous goods, they are sold at the \widely different prices by each competitor in the market if consumers have limited price information. The data is collected directly from the posters of 20 pharmacies in New York due to state legislation which requires all pharmacies to post prices for top prescriptions and used the hedonic regression by pharmacy service was represented as explanatory variables. The prediction for the result shows that consumers increased propensities to price for frequently purchased prescription may lead to less dispersion and lower markups. It seems to be true for this prediction.
	The increase in search information affect the lower prices and less dispersion on the price dispersion. The firms have less opportunity to charge a higher price when consumers have much information. Frequency also related to the price of prescription since frequently purchased prescriptions should appear lower markups and less dispersion. By proving that, the simple regression was contructed to show that absolute dispersion of prescription prices to decrease with purchase frequency.
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	From the result, absolute dispersion and price-cost margins show a negative statistically significant relationship with the frequency of purchased prescriptions.
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