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   Glossary

   
    	
      Adverse Selection (Hidden Information):
     
	
      The term adverse selection was originally used in insurance. It describes a situation where, as a result of private information, the insured are more likely to suffer a loss than the uninsured (such as offering a life insurance contract at a given premium may imply that only the people with a risk of dying over the average take it).

      In principal-agent models, we say that there is an adverse selection problem when the ignorant party lacks information while negotiating a contract, in such a way that the asymmetry is previous to the relationship.

     
	
      Asymmetric Information:
     
	
      In a relationship or a transaction, there is asymmetric information when one party has more or better information than the other party concerning relevant characteristics of the relationship or the transaction. There are two types of asymmetric information problems: moral hazard and adverse selection.

     
	
      Information Economics:
     
	
      Information economics studies how information and...
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