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The Adverse Selection of Lemons Model

LIAO Yu -bo
( School of Basic Science East China Jiaotong University Nanchang 330013 China)

Abstract: Lemons Model made by Akerlof. G is very important in information economics. In reality various buyers’
remarks on cars of the same quality are different. Some random factors which influence buyers’ utilities for cars of
the same quality are considered for the problem solving. Assuming the general quality of a car the paper makes
necessary complement to the old car market model then conducts a mathematical analysis by improving the model
draws a conclusion that the balanced trade amount is decided by evaluation parameter of buying and seller which is
consistent with reality.

Key words: information economics; lemons model; adverse selection



