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Paper summary
Equilibrium Price Dispersion in Retail markets for prescription Drugs
	
The author, Alan T. Sorensen, conducted study to establish the empirical important of price dispersion due to consumer search by examining prices for prescription drugs. Data used in the model are data on prices across the competing pharmacies within in the market, in which the state legislation in New York requires all pharmacies to post their prices for all 152 top-selling prescriptions.
The result in the study show that the cross-sectional patterns in price distributions across drugs are consistent with the prediction of a search model, which mean that prices for repeatedly purchased prescriptions exhibit significant reductions in both dispersion and price cross margins. The empirical results fits well with the predictions of the model based on consumer search, the expected benefits of search are highest for prescriptions that must be purchased frequently, equilibrium price decrease in response to the consumer that are prone to price-shop prescription and also residual variation in margins and dispersion is consistent with the explanation based on unobserved differences in search intensity across drugs.
[bookmark: _GoBack]The author suggested that it also imply for the policies affecting the costs of acquiring price information and if dispersion is generated by imperfect price information, program or policies that centralize price information may result in lower price for consumer. 
