Summary of the Effect of Information on Product Quality:
Evidence from Restaurant Hygiene Grade Cards (Jin and Lesile 2003)
	This paper explored the role of product quality information on consumers’ decision on choice of quality. The example of Los Angeles which the government introduced hygiene quality grade cards to be displayed in restaurant windows allows this paper to examine the impact of product quality information on restaurants’ behavior and revenue. The paper argued that, without hygiene card, the asymmetric information problems emerged and prevent good hygiene restaurant to get profit from this. Disclosure of hygiene quality wipe out the information asymmetry and increase demand in good hygiene restaurant, which eventually result in higher price. Another hypothesis presented is firms with low hygiene quality might improve the quality if benefit from higher demand is larger. The paper employed the data from Department of Health Services and construct panel data set covering the period 1996 to 1998. There are three Los Angeles restaurant data including health inspection in, Quarterly revenue, number of people admitted to hospital with food-related and non-food-related digestive disorders. According to the hypothesis and data above, the paper proved using appropriate econometric methods and valid robustness check. The paper found a statistically significant impact from hygiene grade card on hygiene score using OLS with fixed effect and city-level random effect. For example, “the estimated effect from mandatory disclosure of hygiene grade cards is an average increase in inspection scores of 4.40 points, or 5.3 percent” (0.4SD of hygiene score). The paper also explored the impact of hygiene grade card on revenue. The result stemmed from regression model is in line with hypothesis. Before introduction of hygiene grade card, people are not responsive to change in hygiene quality; however, the disclosure of hygiene score lead to an increase in revenue of restaurant with good hygiene score. This imply that demand is responded to the disclosure of grade card. Moreover, with further uses of data with econometric techniques, the paper also found that grade cards cause a decrease in the incidence of food-related hospitalizations. The paper make a large contribution to government policy. The results indicated that the disclosure of hygiene grade card should be encouraged as it helped solve asymmetric information problems which eventually increase consumers’ welfare and create better health condition to the country. 







[bookmark: _GoBack]Summary of Hubs and high fares: dominance and market power in the U.S. airline industry (Borenstein 1989)
	This paper tried to examine the effect from approaching dominant position in routs and airport on market power, the pricing power, of airlines. The paper argues that airport dominance might give the advantage of competition for the airline as in other type of products. Better marketing device and other factors give advantage to a dominant airline leading larger share of passenger. Flyer Frequent program, the program giving a gift for customer conducted amount of business with the airline.  If people value gift higher than the marginal payment on the purchased travel, the FFP became more effective.  Moreover, airlines could be benefited from controlling more slots and gates. The control of gates allows refuse to sell or lease facilities to entrants and also affect local government decision to facilitate the airlines. Control of dominant slot can also allow the airlines to inhibit profitable entry. The paper used data of nine domestic largest airlines in the US from Department of Transportation which give all required data for the analysis. Using OLS for two main equations, pricing equation and relative pricing equation which uses relative price of specific airline to competitors instead of level of its price, the paper got the result as expected. First, the rout and airport dominance seemed to be the major factor contributing to ability to raise the price of products. A 1 % increase in carrier’s share of routes lead to an increase of its price between 0.03-0.22%. Airline share of traffic at the endpoint of routs is also significant to ability to increase the price. Higher share of traffic at endpoint resulted in higher competitiveness. These results were found in both pricing equation and relative pricing equation which confirms the robustness of the result of paper. However, the standard deviation of coefficient is much larger in relative price equation. In addition, even the impact from getting larger share of routs and airport can result in higher price, another effect might be the benefit that may get from hub operation. The welfare implications, measured by total surplus, is not clear as the consumer surplus is smaller while the producer surplus might be larger. In other words, the gains from lower cost is not transferred to consumers. Thus, benefit from merger of firms, in this case, should be compared with loss from consumer surplus.
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