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Paper Summary (Brown and Goolsbee)
	This paper explores the role of internet on market competitiveness using the example of insurance market. The hypothesis of the relationship is that, as internet allowed customers to access to product information easier, this might help reduce search cost and make market more competitive. For life insurance market, this paper used the argument of Stahl model which stated that The customers with zero search costs get price quotes from all the ﬁrms and buy from the lowest-priced one.  Consequently, in empirical approach, access to internet should result in lower life insurance prices. 
The paper uses the data from LIMRA International conducts annual surveys of purchases of individual life insurance contracts in the United States. The data set included 30,000 policies issued by an average of 46 companies. The data included policy characteristics, prices, demographic information and individual characters. The primary concern of the paper is the responsiveness of insurance prices when buyer begins using the internet. Lacking data of internet, the paper create a measure of the probability of Internet usage for each individual in each year on the basis of the person’s observable characteristics using Technographics 1999 survey of Forrester which conducted a nationally survey of almost 100,000 people in late 1998 that gathered information on their computer ownership, Internet use and on-line buying behavior.
	Getting all necessary data, the paper adopts linear regression approach to answer the hypothesis. The regression attempt to explain the price paid from term policies. The dependent variable is the log of the annual premium per $1,000 of face value of insurance and the Internet variables are the main variables of interest. The results are in line with expectations. Prices seemed to fall most at the time the Internet insurance comparison sites came on-line. The paper explores further on the results across demographic groups and get the same result. With concern on a casual relationship and other possible explanations of the result, the paper added probability of Internet usage in each year share for age-state, age-occupation groups, age-income, and occupation-state groups. The magnitudes of the coefﬁcients indicate that increasing the share of a demographic group that uses the Internet by 10 percentage points lowers prices for that group by about 1.5–4.5 percent, depending on the speciﬁcation. Dealing with the problem of spurious regression (the growth in Internet use for a group is correlated with some other unobserved factor that is reducing prices for that group), the paper checks by estimate the effect when there is no on-line comparing with the period when online service available. The results show that prices fell signiﬁcantly with the rising use of the Internet during the period in which the insurance sites existed and internet had no significant impact before insurance sites existed. The result help confirms casual relationship from internet usage to lower prices. In conclusion, the results indicated that the ability of internet help reduce search cost which eventually lower prices of products, expand consumer surplus and result in higher market efficiency. 




