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00000 DO O Thatis, people respond to incen-tives. When the price of an apple rises, for instance, people
decide to eat morepears and fewer apples because the cost of buying an apple is higher. At the sametime, apple
orchards decide to hire more workers and harvest more apples, be-cause the benefit of selling an apple is also
higher. As we will see, the effect of priceon the behavior of buyers and sellers in a market——in this case, the
market for ap-ples-is crucial for understanding how the economy works.Public policymakers should never forget
about incentives, for many policieschange the costs or benefits that people face and, therefore, alter behavior. A tax
ongasoline, for instance, encourages people to drive smaller, more fuel-efficient cars.lt also encourages people to
take public transportation rather than drive and tolive closer to where they work. If the tax were large enough,
people would startdriving electric cars.\WWhen policymakers fail to consider how their policies affect incentives, they
of-ten end up with results they did not intend. For example, consider public policyregarding auto safety. Today all
cars have seat belts, but that was not true 50 yearsago. In the 1960s, Ralph Nader's book Unsafe at Any Speed
generated much publicconcern over auto safety. Congress responded with laws requiring seat belts asstandard
equipment on new cars. How does a seat belt law affect auto safety(] The direct effect is obvious: When aperson
wears a seat belt, the probability of surviving a major auto accident rises.But that's not the end of the story, for the
law also affects behavior by altering in-centives. The relevant behavior here is the speed and care with which drivers
op-erate their cars. Driving slowly and carefully is costly because it uses the driver'stime and energy. When deciding
how safely to drive, rational people compare themarginal benefit from safer driving to the marginal cost. They drive
more slowlyand carefully when the benefit of increased safety is high. It is no surprise, for in-stance, that people
drive more slowly and carefully when roads are icy than whenroads are clear.Consider how a seat belt law alters a
driver's cost-benefit calculation. Seat beltsmake accidents less costly because they reduce the likelihood of injury or
death. Inother words, seat belts reduce the benefits to slow and careful driving. People re-spond to seat belts as they
would to an improvement in road conditions——by fasterand less careful driving. The end result of a seat belt law,
therefore, is a larger num-ber of accidents. The decline in safe driving has a clear, adverse impact on pedes-trians,
who are more likely to find themselves in an accident but (I unlike thedrivers[] don't have the benefit of added
protection.
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