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Paper summary
Does the Internet Make Markets more competitive? Evidence from the life insurance industry.
	The paper is written by Jeffrey R. Brown and Austan Goolsbee, which the authors aim to answer the relationship between the individual internet usage and price of terms life insurance and their approach is to think of the internet as reducing cost and analyze impact empirically. The authors used individual policy-level micro data from LIMRA international on the prices of insurance policy and also owner and policy characteristics then match it to micro data on the growth of internet usage and online insurance research from Forrester by  the same owner characteristics. The authors use hedonic regression and include a measure of how likely the individual is to have used the internet overtime or to have researched insurance on-line.
	The authors conducted annual survey of purchases of individual life insurance contracted in the United States. The survey collected detailed information from 1992 to 1997 on policy characteristics, price and demographics information of the individual buyers such as age, state of residences, occupation and income, these are called panel data. The regression model was used to explain the price paid for term policies. 
model: P=qaF/(1+r)
According to the regression model above, the dependent variable is the log of annual premium per $1000 of face value of insurance. The independent variables are the face value that pays out on last day of the year(F), probabilities of dying during the period (qa ) and interest rates(r). Moreover, the authors also include states dummies and occupation dummies to account for the differences in health or demographic characteristics across group of the people. Result from the regression shown that these variables can be explained a large fraction of the variance in policy prices. When the interest rate rise, price also reduce. There was also a decline in price of insurance especially towards the end of the sample, which was the time that people are increasingly use of the internet. 
Moreover, the authors repeat the term life hedonic regressions but compare price changes among groups of people where internet usage are different. The result shows that the price for identical policies in states with rapid internet adoption fell significantly faster at the end of the sample and the same for people in high skill occupation code.
[bookmark: _GoBack]The authors introduced Stahl model which begin with the customer’s search cost and stated that in the Nash equilibrium, the stores choose prices from the distribution rather than a pure strategy, the customer with their positive search cost have their determined reservation price and stop searching whenever they find a price below that price. In my opinion, I think that the topic is interesting since it allows us to see the correlation between our internet usage and the reducing price of terms life insurance in term of searching cost for the customers. With these resulted, we can imply this to other industries where the internet become available to more people and it will lead to reducing cost for the customers. The method and variables used in the econometric model are appropriate despite the limited information in that time (between 1992 and 1997), we can see that the impact of the rise of internet use reduce term life insurance price by 8-15%, with more developing technology and more people access to the internet until nowadays, the result will be much more significant than just from 1995 until 1997. 
