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Competition refers to a condition various economic firms wants to have a share in a limited good in the market by differing the elements of place, promotion, product, and price. Competition influences commercial firms to come up with new goods and services and improve on their technologies. Thus, the customers enjoy a greater selection of these goods and services. It is this greater selection that causes a decrease in the prices of the product as compared to the level of the price before competition or little competition. 
However, the competition attracts the need to improve the product for the supplier to stand out in the market. As a result, the quality of the product is likely to be improved when there is competition as compared to when there is no competition, or there is little competition. Also, competition causes a decrease in the price of a product. In this insurance policy, there is no competition, therefore; the quality provided by the suppliers is low quality and increase in price for the insurance policy.
[footnoteRef:1]Conversely, information asymmetric (also known as information failure) occurs when on the party in the market possesses the advantage of market knowledge than the other transacting party. In this case, the seller for insurance policy possesses greater knowledge than the customer. Information failure causes market failure. The tradeoff between efficient markets and privacy is achieved by sacrificing efficiency to improve on the privacy of an already existing mechanism. The sacrifices made in market efficiency are capable of providing gains in privacy in any provided cases. Market failure refers to a situation in which there is no efficiency in the allocation of goods and services in a free market. As a result, it leads to a loss in net social welfare. In an insurance policy, the suppliers are in business for their self-interest and not for market efficiency (monopoly). As a result, the quality of the product is low while the cost is high. [1:  Marshall, Alfred. "From Principles of Economics." In Readings In The Economics Of The Division Of Labor: The Classical Tradition, pp. 195-215. 2005.
] 

[footnoteRef:2]Moreover, there exists a tradeoff between efficient markets and privacy. The tradeoff between efficient markets and privacy is achieved by sacrificing efficiency to improve on the privacy of an already existing mechanism. The sacrifices made in market efficiency are capable of providing gains in privacy in any provided cases. In this case, the suppliers of the insurance policy sacrifice cost of market efficiency to enjoy the benefits of privacy. The customers get to suffer the market inefficiencies.  [2:  Ibid 
] 

In this circumstance, asymmetric information of insurance policy by the buyers leads to adverse selection than moral hazard. [footnoteRef:3]Adverse selection refers to undesired result as a result of one transacting party has different and accurate information than the other transacting party. Conversely, moral hazard occurs when one transacting party gives misleading information concerning a product and then changes the behavior to avoid facing any consequences of the risk he takes. These two situations occur when the economic decisions are theoretically worse compared to when both transacting parties had symmetric information. The asymmetry leads to inefficiency in price and quality of insurance policy. [3:  Balakrishnan, Srinivasan, and Mitchell P. Koza. "Information asymmetry, adverse selection and joint-ventures: Theory and evidence." Journal of economic behavior & organization 20, no. 1 (1993): 99-117.
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