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Safety and Risk in Economics

Yasuhiro SAKAI*

Economics is concerned with many choices. In the world where 100% safety is
not guaranteed, we have to make delicate decision under risk and uncertainty.
For this purpose, the expected-utility rule is perhaps the best decision rule,
according to which we may find the best route for driving by taking account of
safety and efficiency. Insurance is double-edged : it is a good system for buy-
ing “safety”, but possibly a bad one for yielding moral hazard. In short, safety
is not a free good, and there is a trade-off between safety and efficiency. Eco-
nomics provides us with a powerful tool to find the best possible solution.
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