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Do you wear a seatbelt when driving a car?

Seatbelts make you 
safer

How do they affect 
the costs and benefits 

facing the decision 
maker?

Conventional 
wisdom

Economic
wisdom
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Trial seatbelt law in 1983 (which became permanent in 1986)

• Number of people killed in the front seats of cars and 
vans…

fell

• What about cyclists, pedestrians and rear seat passengers?

• The saving of the lives of motorists had been “appreciably 
offset by extra deaths among pedestrians and cyclists”

Robert Gifford*

3See Adams, J., 1995, Risk, Routledge
* Allsop, R., Carsten, O., Evans, A., and Gifford, R., 2008, “Seatbelt laws: why we should keep them” Significance 5(2):84-86 

Was the outcome down to seatbelts?

4

Panel A: Overall there was a 3% fall in road deaths (in 
line with prevailing trend)

Panel B: But a 23% fall in road deaths between 10pm 
and 4am (mainly drink drivers in non-built up areas), 
and there was also a clampdown on drink driving 
during this period

Panel C: Outside of these hours there’s no effect

See Adams, J., 1995, Risk, Routledge
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In 1989 it became compulsory for children under 14 to wear seatbelts 
in the rear of the car…

5Adams, J., 2006, “The Failure of Seat Belt Legislation” in Clumsy Solutions for a Complex World: Governance, Politics and Plural 
Perceptions, Verweij, M., and Thompson, M., (eds), Palgrave Macmillan

Better idea for road safety…

6Shared space in New Road, Brighton
Watch “San Francisco 1906” [https://youtu.be/NINOxRxze9k] and “Removing The Traffic Lights” [https://youtu.be/gVW-YAQCSVs]
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People respond to incentives

Risk compensation “arises when people adjust their behavior 
to a regulation in ways that counteract the intended effect 
of the regulation. So, for example, when the government 
passes a seatbelt law, some drivers may respond by driving less 
safely”*

• Safety regulations might improve the chance of survival if 
you’re in an accident but they also have the potential to 
make accidents more common

• The safety effect can be offset by the greater prevalence 
of accidents

• And if there are externalities, this shifts accidents from 
some people to others 

7* Peltzman, S., 2004, "Regulation and the Natural Progress of Opulence”, American Enterprise Institute

What about cycle helmets?

8

… wearing a 
women’s wig gave 

him the most room!

Wearing a helmet 
meant that 23% more 

cars came within 
three feet!!

Walker, I., 2007, “Drivers overtaking bicyclists: Objective data on the effects of riding position, helmet use, vehicle type and 
apparent gender” Accident Analysis and Prevention, 39, 417-425 (see http://www.bath.ac.uk/news/articles/archive/overtaking110906.html)
Also see Thompson, C., “Bicycle Helmets Put You at Risk”, New York Times, December 10th 2006
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Should people wear cycle helmets?

Benefits

•Helmets offer protection if you are 
in a collision

•But unlikely to make a difference 
in life threatening accidents

•“the majority of fatalities involve 
forces far in excess of the 
capabilities of helmets, such as 
those involving HGVs” Martin 
Gibbs, British Cycling

Costs 

•They also make collisions more 
likely:
•They encourage cyclists to take 

more risks
•They encourage drivers to drive 

more closely

•They discourage cycling (which 
makes cycling less safe)

•Risk of strangulation (especially in 
children)

9Gallagher, P., 2013, “Hats on for cyclists? With deaths at a five-year high – calls for helmets to be made compulsory are getting 
louder. But not everyone agrees”, The Independent, 4 August.

Birth responds to incentives…

10Gans, J., and Leigh, A., 2007, “Unusual days in births and deaths”, The Melbourne Review, Vol.3 No.1

“We estimate that some 1089 births were shifted from June into 
July to take advantage of the baby bonus.” (p.77)

• In May 2004 the Australian government announced that a 
“baby bonus” of $3,000 would be paid to the family of each 
baby that was born. The scheme came into effect on July 
1st 2004
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“The fall in deaths in late June and rise in deaths in early July 
comes from individual deaths being literally shifted between 
those weeks.” (p.78)

… death responds to incentives…

• On 1st July 1979 Australia abolished the inheritance 
tax. Prior to this estates over $200,000 would be 
taxed, with a top rate of 28%

11Gans, J., and Leigh, A., 2007, “Unusual days in births and deaths”, The Melbourne Review, Vol.3 No.1

..even instincts respond to incentives!

12See Landsburg, S.E., 1999, The Armchair Economist, Simon & Schuster
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The economic way of thinking

“The theory of economics does not furnish a body of settled 
conclusions immediately applicable in policy. It is a method 
rather than a doctrine, an apparatus of mind, a technique of 
thinking which helps its possessor to draw correct conclusions”

John Maynard Keynes

13

• All social phenomena emerge from the actions and 
interactions of individuals who are choosing in response to 
expected additional costs and benefits to themselves

A puzzle

• Why are the instructions in braille on a drive thru ATM?

14Frank, R., 2008, The Economic Naturalist: In Search of Explanations for Everyday Enigmas, Basic Books

It is easier to make lots of 
ATM machines with braille, 
and use them everywhere, 
than it is to have separate 

ones for different uses

The benefits 

exceed the costs
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For further resources: https://anthonyjevans.com/incentives-matter/

Two key assumptions:

The rationality assumption
Incentives affect behaviour at the margin

The self-interest assumption
People pursue their own self interest 

• Incentives are what economists define as the relationship 
between the benefits (the value we expect to gain) and the 
costs (the value we expect to give up) of a decision

• Managerial implication: to change behaviour you need to 
change what is in people’s self-interest to pursue – you 
need to change incentives

15

1

2


