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The Market for Lemons

Quality Uncertainty and the Market Mechanism

The quality of goods tfraded degrades when there is

Information asymmetry between buyers and sellers



I The Product Comparability Problem

Customers cannot purchase insurance from a properly

InNformed position
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The Product Comparability Problem

Performance can only be ossessed INn the future
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The Product Comparability Problem

Future performance depends on provider discretion




The Product Comparability Problem

- The provider has an informational advantage over the customer




m The provider has an informational advantage over the customer

Being an expert in customer behaviour at the policy

renewal stage



The Product Comparability Problem

- The provider has an informational advantage over the customer
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The Product Comparability Problem

1. Performance can only be assessed in the future
2. Future performance depends on provider discretion
3. The provider has an informational advantage over the customer

4. Future performance depends on customer behaviour
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I Finding the best Response

What would it look likee What has been tried already?

s it even possible?
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Finding the best Resposne




Finding the best Response




Finding the b

- Technology
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Finding the best Response
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A bright future

“This is just the beginning, as many new insurance products will be
created with technology and data acting as enablers.”

- Brian Hemesath, Managing director, Global Insurance Accelerator
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