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Equilibrium Price Dispersion in Retail Markets for Prescription Drugs
	Since similar products mostly were selling at different prices by different firms, therefore, law of one price is never empirically valid. Moreover, product prices may disperse in equilibrium if search costs are needed to obtain price information. 
	This article illustrates the empirical importance of price dispersion that arises from imperfect information by examining the retail market for prescription drugs. In addition, the data were collected from individual pharmacies in New York. The information has shown that prescription prices of similar drugs were dispersed substantially in the same small town. Furthermore, consumers who have purchased prescriptions frequently might lead to less dispersion and lower markups where price ranges for one-time prescriptions were larger than those for prescriptions monthly, ceteris paribus. This showed the negative relationship between price dispersion and purchase frequency. However, service or location of pharmacy do not appear to explain the observed price dispersion. 
[bookmark: _GoBack]	To summarize, if dispersion was generated by imperfect price information, programs, such as, advertising, which in order to centralize price information may reduce the price for consumers. Nevertheless, advertising by pharmacies is prohibited by law, as a result, the absence of advertising may causing higher prescription prices and higher price dispersion. 



















