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Does the Internet Make Markets More Competitive? Evidence from the Life Insurance Industry
	This paper is trying to illustrate how important the internet can be for market competition and to think of the internet as reducing search costs. 
[bookmark: _GoBack]They had examined term life insurance since it is homogeneous product with high search costs and high markups. The Stahl model is used to analyze the impact of search cost and differential information on the distribution of market prices. 
To analyze the relationship between internet and term life insurance, they took individual policy-level microdata from LIMRA International on the prices of insurance policies as well as various owner and policy characteristics and match them to microdata on the growth of internet usage and on-life insurance research. These included a sample of 30,000 policies issued by an average of 46 participating companies per year and 11,000 person-year observations. The panel data was collected during 1992 to 1997. 
Moreover, they have fit hedonic regressions for the price of life insurance on characteristics of the policies and the individuals and then include a measure of how the individual is to have used the internet over time. The dependent variable is the log of the annual premium per $1,000 of face value of insurance. The internet variables are main variable of insurance. Since they have no direct calculation of the survival probability for the individual, therefore, they included standard variable to proxy for it, such as, age dummies and a gender dummy. They also used the monthly CPI as the deflator, the inverse of one plus Baa bond rate for the interest rate term and year dummies. 
The results showed that once the on-line insurance sites began, the faster a group adopted the internet, the faster prices of term life insurance fell for that group. Furthermore, the internet has a significant impact on market power which may lead to large consumer welfare gains. 
The question is interesting since it demonstrated that the financial product on the internet have an impact on market power which lead to reduction of search cost. In addition, these explanations in the paper can lead to the implication of other products. 
The method adopted is appropriate, however, the result did not involve in the company branding, hence, this can cause people to choose policies without knowing company information. 
The result is quite convincing because they have shown it through the search model, the Stahl model and regression.
