Tippayathep Nakarach
5904641445
	There is increasing in growth of electronic commerce and internet marketplaces. Consumers can go online and comparison the price between the vendors with less effort and traditional way. According to traditional economic view, it suggests that internet should reduce search costs for consumers and then reduce prices. Internet make markets more competitive. While exiting empirical work has not been support the traditional view of falling in searching cost. Internet may more support product differentiation and price discrimination rather than price competition. This study provides empirical evidence on how internet comparison shopping sites affected the prices of life insurance in 1990s. Author present evidence on the impact of internet competition on price and dispersion off-line.
[bookmark: _GoBack]	To see the relationship, Hedonic type regression is being used to estimate the influence have on price of term life insurance. They can document on how important the internet can be for market competition. Authors combine internet and life insurance industry data, setting over the time. Pooled cross sectional data is  type of data was used since the data collected on same individuals at multiple times. They analyze the relationship by taking data from LIMRA international on individual insurance policies. They collect the price of insurance policies, various owner, policy characteristic with some demographic information such insured age, residence, occupation, and income. To measure of probability of internet usage for each individual in each year on same owner characteristic, they obtain data from Forrester. Forrester also provide data such as age, residence, occupation, and income. For that data, Authors match them with LIMRA data. Moreover, they compute for each age-state-year, ago-state-year, ago-occupation-year, occupation-state-year, measuring the share of that group who had access on-line in December of that year. On-line data usage is going back to 1994 and scale each group’s 1994 on-line usage by internet software consortium’s internet domain. Authors use regression to explained the price paid for term policies base on formula of P= qa F/ (1 + r).  Fair pricing of a one-year term policy will depend on Face value of F, qa of probability of dying for individual type a, and interest rate of r. It suggests that higher q or expected mortality rates and lower interest rate and lower r cause rising in marginal cost. Hedonic regression consists the log of annual premium per $1000 of face value of insurance that is dependent variable and internet that is main variables, including age dummies, a nonsmoking dummy, a gender dummy, marital status dummies, dummy for policy is rated, state dummies, occupation dummies and dummies for whether policy was purchased from an owner agent and whether it was participating policy.
	The result indicated that faster price of term life insurance fall for group who are faster adopted the internet, once online insurance was launched. While increasing in internet use did not have effect on prices during period before on-line insurance sites began. From author analysis, the result show that internet caused decreased in search costs and increased price dispersion on beginning. After on-line life insurance sites was more widely used, price dispersion fell. It can suggest that internet have impact on market power for instant, ability to reduce search costs.
	The question that authors try to answer is interesting because we can see the evolution of the internet in early days. This led to downgrade in the important of physical store. This paper gives example on life insurance industry. We see the impact of internet on price during the period before and after the on-line sites began whether follow the traditional economic view. The impact of extending internet use have significant benefit to social welfare by creating consumer surplus. Adapting online web sites, consumers are able to make comparison prices in the market, reducing search cost. It means consumers have more bargaining power To analyze the impact of search cost and differentiate information on the distribution of market prices, authors adopted stahl model and price dispersion. In my opinion, the method that authors adopted to answer is appropriate because include all possible variables in specifications that carefully control policy characteristic and a variety of individual and group. The result that they obtain quite convincing and reasonable since authors show reliable evidence and data. Author data consistent with the economic theory that we learned. The result indicated that increasing probability of using internet lead to rising in price dispersion initially and fall as internet usage continuous to grow. The explanation of result is clearly understanding. Moreover, they also present alternative explanation of results in specific issue.
