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Government Response to the Fifth 
Report of the House of Lords Select 
Committee on Economic Affairs, 
Session 2005–2006 

GOVERNMENT POLICY ON THE MANAGEMENT OF RISK 

The House of Lords Select Committee on Economic Affairs published its 
report “Government Policy on the Management of Risk” on 7 June 2006. 
The Government response is printed below in the Appendix. 
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APPENDIX 

GOVERNMENT RESPONSE TO THE FIFTH REPORT OF THE HOUSE 
OF LORDS SELECT COMMITTEE ON ECONOMIC AFFAIRS, SESSION 
2005–06 

 

Paragraph 94. The evidence presented to the Committee clearly indicates 
that risk policy is taken seriously and the view from within government is 
that, while there is always room for improvement, the current guidelines 
are appropriate and the framework of risk management in the UK now 
compares favourably with the best practices found in the rest of the world. 
We are, however, concerned that the assessment and incentive system for 
civil servants may effectively emphasize the adverse impact of failure 
rather than the gains from success and may consequently induce a culture 
of risk-aversion among those responsible for the formulation and 
implementation of risk policy. This is something that the Government 
should be aware of when it attempts to identify the pressures that drive 
risk policy in particular directions. It also points to a possible need for 
greater awareness of the consequences of the assessment and incentive 
systems that operate in the public sector (paras 8, 23). 

1. The Government welcomes the Committee’s conclusion that it takes risk 
policy seriously. 

2. We agree that good management systems help provide the necessary 
environment for risk taking, that is an environment in which individuals have 
confidence to challenge and suggest alternative approaches. These behaviours, in 
particular, need to be recognised and rewarded. 

3. The Government is fully aware of the pressures that drive risk policy. The 
Better Regulation Executive will be working with departments to encourage a 
culture amongst policy makers where the balance of risks are adequately assessed 
prior to policies being introduced and implemented. Furthermore, the Hampton 
Report Reducing administrative burdens—effective inspection and enforcement 
recommended that all regulatory activity should be undertaken on the basis of 
clear comprehensive risk assessment. Government regulators’ enforcement and 
inspection regimes should be open to scrutiny, with decisions being made on the 
basis of past performance and future risk. As part of forthcoming legislation on 
legislative and regulatory reform a statutory ‘Compliance Code’ will be introduced 
requiring regulators to abide by the principles of a ‘risk-based’ approach to 
enforcement, thereby addressing issues of over-implementation by government 
regulators. 

Paragraph 95. Cost-benefit analysis provides a useful framework for 
thinking about risk policy and we endorse the idea that it should occupy a 
central place in risk assessment procedures. At the same time, costs and 
benefits are often uncertain or difficult to measure and it is important to 
recognise the limitations of quantitative approaches to risk assessment 
(paras 14–19). 

4. The Government welcomes their Lordships endorsement of the idea that 
cost benefit analysis should occupy a central place in risk assessment procedures, 
and that they acknowledge the limitations in quantifying costs and benefits. These 
limitations are recognised in The Green Book: Appraisal and Evaluation in Central 
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Government published by the Treasury. Partly because of this, Chapter 5 notes that 
it is important to avoid being spuriously accurate when concluding from, and 
presenting the results of, data generated by the appraisal. While describing 
techniques for valuing costs and benefits where there is no market value and are 
therefore more difficult to quantify, the Green Book also states that costs and 
benefits that have not been valued should also be appraised, and that all costs and 
benefits must be clearly described in an appraisal. The sections on risk 
management, valuing risks, and assessing uncertainty provide further recognition 
of the potential difficulties in estimating costs and benefits. In addition to 
providing the policymaker with an assessment of the extent of the uncertainty 
surrounding a proposal, the Green Book framework, including the treatment of 
optimism bias, provides a useful structure for managing risk. 

Paragraph 96. While recognising that issues relating to personal freedoms 
and civil liberties are properly and inevitably part of the political decision-
making process, we are nevertheless concerned that such matters appear 
to be given little or no weight in assessments of the impact of legislation on 
risk. In our view, more attention should be paid to the trade-off between 
liberty and regulation in the formulation of risk policy and greater account 
should be taken of the specific and accumulated impact of legislation on 
personal freedoms. We therefore urge the Government to consider the 
introduction of a more formal procedure through which the potential 
impact of legislation on personal freedoms is considered (para 29). 

5. The Government strongly endorses the need to have an appropriate balance 
between the rights of individuals and the interests of wider society, including the 
management of risk. 

6. The need to strike such a balance is mirrored in the framework of the 
Human Rights Act 1998, in which the rights and freedoms of the individual must 
be balanced against the rights and freedoms of others and the Government’s 
obligations to society as a whole. For each new Government Bill, section 19 of the 
Human Rights Act requires the minister in charge to certify that, in their view, the 
provisions of the Bill are compatible with the Convention rights, or indicate that 
they are unable to do so but wish nevertheless to invite Parliament to legislate in 
that way. 

7. The Government’s assessment behind a section 19 statement takes into 
account not only the rights potentially engaged, but also whether interference with 
those rights is proportionate; this will depend on the aim of the legislation, as well 
as consideration of alternative approaches available. The Government has 
undertaken that a discussion of the principal human rights implications of each 
Bill should appear in the accompanying Explanatory Notes. The section 19 
statement therefore serves as a starting point for further scrutiny of the impact of 
legislation during the Parliamentary process, including that by the Joint 
Committee on Human Rights. 

8. The Government however readily accepts that any procedure in which each 
proposed measure is considered discretely is by its nature unsuited to examining 
the cumulative impact of legislation on personal freedoms. This wider 
consideration is often best undertaken at a remove from the policy-making 
machinery of Government; for example, the Law Commission considers the 
overall coherence and completeness of the law, and whether reform is required. 

9. The Government is in the process of setting up the Commission for 
Equality and Human Rights (CEHR) under the Equality Act 2006. The remit of 
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the CEHR will give it a broad and independent overview of human rights and 
equality in society. It will have the power to make recommendations to the 
Government about the effects of the law or proposed changes thereto, as well as 
being able to undertake thematic inquiries into particular areas. It will also be 
required to monitor and report on, amongst other things, the respect for human 
rights and equality in society. It will therefore strengthen the framework by which 
the Government seeks to strike the right balance between personal freedoms and 
the interests of society as a whole. 

10. Government does not see therefore a need to include an assessment of 
impact on personal freedoms in the Regulatory Impact Assessment guidance 
currently being revised. 

Paragraph 97. The evidence we received points to the conclusion that 
public attitudes to risk are difficult to measure, and we could find no clear 
evidence to justify the widely-held view that the public are excessively risk-
averse or that Britain has become an increasingly risk-averse society. We 
are also sceptical about whether risk aversion can be measured in a way 
that would allow such a view to be substantiated (paras 31, 32). 

11. The Government agrees with the conclusion that public attitudes to risk 
aversion are difficult to measure. However, as public concerns may be founded on 
ignorance, false information, unreliable media reporting, etc., it is important to 
identify factors influencing public concerns to enable any adverse public response 
to be managed effectively. Their Lordships’ report identifies Treasury guidance 
published in June 2005 Managing risks to the public: appraisal guidance. The 
guidance, which is a supplement to the Green Book, is aimed at policy makers, 
economists, risk and communication specialists, scientists and social researchers—
particularly those new to this field—and applies to central government 
departments, executive agencies and non-departmental government bodies. 

12. The main objectives of the guidance are to: 

• discuss the relative merits and disadvantages of generic options available 
to government, where risk to the public is of concern; 

• provide greater clarity and transparency in the overall decision-making 
process in this area, by providing a structured process to evaluate public 
concerns and identify potential policy options; 

• promote internal consistency and proportionality in decision-making, to 
achieve a more efficient allocation of resources, aligning government’s 
decisions to spend and regulate with the benefits to society—part of 
these benefits can be valued by estimating individuals’ willingness to pay 
for risk reduction and prevention; and 

• consolidate various techniques, including cost benefit and cost utility 
analysis, as well as risk management, into a single set of guidance. 

13. The Treasury guidance incorporates a framework, the Concern Assessment 
Tool, for understanding people’s concerns in order that they can be considered in 
policy development and in the development of related consultation arrangements 
and communication strategies. A number of factors have been known to correlate 
with public concern including: 

• people’s awareness, experience and understanding of the particular risk 
(they tend to be more concerned if they do not know much about, or 
have rarely experienced exposure to, a risk new to them); 
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• whether they consider the potential effects of a risk to be particularly 
feared or inequitable (if the risks and rewards are unequally spread across 
society); 

• how much they feel they are in control of the risk (for example even 
though the risk of death is greater in a car than by train many people see 
it as “safer” because they are in control of the car); and 

• how much they trust others who manage the risk for them. 

14. As the Committee recognises, most of the evidence relating to the public 
being risk-averse is anecdotal. But evidence from, for example, the research 
conducted by Volunteering England confirms that risk aversion exists in some 
sectors. The third part of their report is based on case studies and highlights some 
instances of risk averse behaviour, which stem from a range of factors, including 
media headlines, increased insurance premiums and people’s interpretation of 
health and safety requirements. However, a greater awareness of risk has also led 
to some positive actions, not only in the voluntary sector in terms of adopting best 
practice, but in other areas such as local authorities. For example, we have 
evidence of a local authority developing an overall risk strategy that resulted in a 
significant reduction in the number of compensation claims. 

Paragraph 98. Although we share concerns about the potential impact of 
inaccurate media reports, in practice there is little government can or 
should do to change the way that the media report risk-related stories, 
other than to encourage balance and proportionality in the reporting of 
statistics and scientific research. Beyond that, the most important thing 
government can do is to ensure that its own policy decisions are soundly 
based on available evidence and not unduly influenced by transitory or 
exaggerated opinions, whether formed by the media or vested interests 
(para 34). 

Paragraph 99. The evidence we took suggests that the Government has at 
times given insufficient weight to available evidence and placed too great a 
reliance on unsubstantiated reports that often have their origin in the 
media. In view of this, it is important that the Government ensures that its 
own handling of information and statistics is beyond reproach. We would 
also like to see greater use of the Press Complaints Commission by 
interested parties, including the Government, who feel that cases involving 
risks to the public have been mis-reported or mis-represented 
(paras 35, 37). 

15. The Government agrees that there is little it can or should do to change the 
way the media report risk related stories. Departments do try to enable accurate 
media coverage by releasing evidence, statistics and other information in a timely 
and balanced way. In most cases, if risks have been mis-reported or mis-
represented, the Department’s Communications Division will contact the 
journalist or editor direct and ask them to correct or balance their story 
immediately. Most media outlets are willing to do this and it is the quickest way to 
get the correct facts into the public domain. If a newspaper refused and went 
against their Code of Conduct then the Department would consider going to the 
Press Complaints Commission as a potential remedy. 

16. The Government agrees that to ensure proportionate, informed decisions 
are taken it is essential to use scientific evidence and analysis in policy making. 
The Government Chief Scientific Adviser’s Guidelines On Scientific Analysis in 
Policy Making clearly set out how evidence should be gathered, evaluated and 
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included into all decision making processes, and used as part of any 
communications campaign. 

Paragraph 100. The debate over the so-called compensation culture is an 
example of a situation in which the use of evidence has sometimes been 
insufficiently rigorous. We were not able to elicit any convincing evidence 
about the extent to which perceptions of a compensation culture have 
pushed policy in a risk averse direction. Our witnesses were clear in 
stating that their judgements on this matter were based on anecdotal 
reports, often derived from the media. A sound basis for the formulation of 
policy requires a more thorough and responsible assessment of evidence 
before changes in policy are introduced (para 44). 

17. The Government agrees that the statistical evidence does not support the 
notion that a compensation culture exists. However, the Better Regulation Task 
Force found that there was a perception that one did, and that this was having a 
damaging influence on behaviour. In the work on tackling this perception, 
Government does not consider that policy is being pushed in a risk-averse 
direction. Rather we are driving policy in the opposite direction, so that people 
have a better understanding of their rights and responsibilities and are encouraged 
to adopt sensible and proportionate risk management procedures without being 
excessively risk-averse. In this context, Clause 1 of the Compensation Bill will 
provide reassurance about how our law works and so will help encourage proper 
management of risk and counter the view that people should cease normal 
activities because of a fear of litigation. 

Paragraph 101. In our view, the use of ill-defined and ambiguous terms in 
risk-management and regulatory documents is generally unhelpful. There 
is a danger that they can induce an excessively cautious attitude to risk. We 
recommend that terms such as ALARP, Gross Disproportion and the 
Precautionary Principle should be more clearly defined or replaced with 
more specific and unambiguous requirements and concepts (para 73). 

18. The Government agrees that anything which can be seen as inducing 
inappropriate risk management, whether excessive risk aversion or inaction in the 
face of more serious risks, is unhelpful. It is also at odds with Government’s aim of 
achieving robust and balanced management of risk. Clarification to assist duty-
holders is always worth considering, but more prescription is unlikely to be the 
answer. Prescription reduces regulators’ flexibility in devising policy options and 
operationally, can lead to a mechanistic and unquestioning approach; all of which 
can result in excessive caution. Instead, we prefer to encourage the use of 
judgment by those who are competent and best placed to manage risks, i.e. those 
duty-holders whose activities give rise to the risks in the first place. Excessive 
prescription by regulators encourages abdication of responsibility and is 
particularly unsuited to a world where change is endemic and accelerating. 

19. Devices like ALARP, Gross Disproportion (GD), Tolerability of Risk 
(TOR) and Precautionary Principle (PP) are better suited as they have to be 
understood to be applied in a practical and pragmatic manner. Government 
acknowledges that while there is much good experience and practice around in the 
use of these decision-making frameworks, there is still room for improvement in 
increasing their acceptability to industry by better explanation and communication 
of their meaning and practical application. For example, the Office of Rail 
Regulation (ORR) plans to produce guidance early next year, in consultation with 
the Health and Safety Executive (HSE) and the rail industry, with the aim of 
clarifying what ORR expects of the industry to meet their legal obligations. On a 
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wider front the Health and Safety Commission and HSE in collaboration with a 
number of other Government departments and influential external stakeholders, is 
leading on an initiative to explain and to promote sensible and proportionate risk 
management. A key element of this is a communications strategy based around a 
set of guiding principles and focussed messages aimed at empowering risk 
managers to concentrate on what really matters and to know when ‘enough is 
enough’. This will be aided by the publication of a revision of HSE’s guidance on 
risk assessment, issue of exemplar risk assessments, and action by stakeholders to 
translate the principles into practice. 

20. The Government’s arguments for retaining the current frameworks based 
on ALARP, GD, TOR, etc. are that they have stood the test of time and are much 
envied and imitated the world over; the vast majority of situations do not require 
explicit determination or even consideration of ALARP, GD etc., and in those 
cases where they are, reliance on relevant and established good practice normally 
suffices (but this does not mean that judgment can be abdicated). Additionally 
reasonable practicability is enshrined in statute and embedded in risk management 
practice to the extent that any viable alternative, if one could be identified, might 
pose greater risks than the current approach. Further the frameworks allow for a 
balance to be struck between the multiple and disparate trade-offs between costs 
and benefits and other ‘softer’ socio-economic factors that occur in some cases. As 
their Lordships’ report itself acknowledges (paragraphs 14–19), not everything can 
be captured by cost-benefit analysis. The Government does not have, and does not 
want to have, an algorithm or metric that can be applied in a mechanistic 
fashion—political and social judgments are a necessary and inevitable part of 
policy making and risk control by both Government and industry. 

21. Specifically TOR and GD both allow for the context specific nature of 
decision-making in complex situations. In particular, they allow for variations in 
the way that people and society value protection against different types of risks and 
different circumstances of exposure to these. So a high ‘proportionality factor’ will 
be attached to providing controls in situations of high risk and where issues such as 
familiarity, control, uncertainty about the real level of risk, dread and scale of 
potential incident are deemed important. But what this factor is will be a matter 
for judgment underpinned by informed understanding. It is an important element 
in the dialogue between the regulator and the regulated and ultimately for the 
Courts to decide. It is a strength of this process that policy is adapted, guidance 
refined and increased clarity achieved on a case by case basis. 

22. There is no single definition for the Precautionary Principle. However, in 
the context of the Green Book it is defined as: The concept that precautionary 
action can be taken to mitigate a perceived risk. Action may be justified even if the 
probability of that risk occurring is small, because the outcome might be very 
adverse. In practice the Precautionary Principle is interpreted as a flexible 
precautionary approach to enable innovation and learning in circumstances of 
significant complexity and uncertainty. As such, the supplement to the Green 
Book Managing risks to the public: appraisal guidance advises that precautionary 
approaches should be adopted alongside research and monitoring, and that highly 
restrictive or expensive precautionary interventions be reviewed on a regular basis 
in the light of research findings and new data. 

23. All the frameworks are supported by clear public statements of 
Enforcement Policy in line with the principles of better regulation and an existing 
body of guidance and tools which promote consistent and balanced decision-
making in policy making and interventions. 
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Paragraph 102. The evidence we took on passive smoking leads us to doubt 
whether government guidelines on risk management have been properly 
implemented. In particular, the purpose of legislation should have been 
defined more clearly and greater attention should have been given to 
available scientific evidence, the relative merits of alternative policy 
options and the impact of legislation on personal freedom and choice. 
Failure to consider these matters properly has resulted in the introduction 
of a policy that appears to demonstrate a disproportionate response to the 
problem. Lessons learned from the progress of this legislation should be 
used to ensure that future policy responses are transparent, evidence-
based, and proportionate (para 84). 

24. The Government does not accept the passive smoking analysis put forward 
by the Committee. The scientific and medical evidence of the health risk presented 
by second hand smoke is now well established and clear. Authoritative bodies 
around the world and in the UK, including the World Health Organisation, the 
Royal College of Physicians and the British Medical Association, agree on the 
risks. 

25. The Committee’s report states at paragraph 77: 

“Other evidence we received suggested that the health risks associated with 
passive smoking are relatively minor and the main harm, if there is one, 
concerns children who are exposed to passive smoking in the home, which 
is something the bill is not designed to address.51” [Emphasis added] 

The main references, set out at footnote 51 of the report, for this statement are 
evidence from Imperial Tobacco Group Plc and the Tobacco Manufacturers 
Association. The Committee’s list of witnesses (Appendix 2 of the report) 
indicates that no evidence was taken by the Committee from any of the key 
medical bodies such as the Royal College of Physicians or the British Medical 
Association nor from the key health charities such as Cancer Research UK or the 
British Heart Foundation who could have provided the Committee with 
clarification of the health risks of second hand smoke. The one medical expert the 
Committee questioned, Professor Sir Richard Peto, told the Committee in his 
evidence session, in response to a question on the evidence, that: 

“The definite statement is that some people are killed by breathing other 
people’s smoke”. 

26. The level of the risk is set out in the two reports of the Scientific Committee 
on Tobacco and Health, of which Professor Sir Richard Peto is a member. In their 
2004 report the Scientific Committee on Tobacco and Health concluded that 
there is an estimated overall 24% increased risk of lung cancer in non-smokers 
exposed to second hand smoke; and a 25% increased risk of heart disease, and 
advised that: 

“This update confirms that second hand smoke represents a substantial 
public health hazard.” 

27. In response to the harm from second hand smoke, rather than proposing a 
complete ban on smoking in public places and workplaces the Government has 
looked extensively at alternatives. In the 1998 White Paper Smoking Kills we 
proposed that: 

“We do not think a universal ban on smoking in all public places is justified 
while we can make fast and substantial progress in partnership with 
industry.” 
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28. After 5 years, this voluntary agreement route failed to deliver—both on 
choice and on protection. The Government therefore consulted extensively in 
2004 when producing the Choosing Health White Paper which proposed a way 
forward that tried to balance the clear health risks with providing a choice for 
smokers to smoke indoors in some public settings. This proposal was further 
consulted on in detail in the summer of 2005. Over 57,000 responses were 
received. The Government then introduced the Health Bill into the House of 
Commons in the autumn of 2005 that created exemptions to smoke free enclosed 
public places and workplaces in public houses that do not prepare and serve food 
and in membership clubs. The purpose of legislation was set out clearly in the 
Explanatory Notes to the Health Bill, as well as during the Parliamentary passage 
of the Bill. In response to the public and political demand on this issue the 
Government decided to allow a free vote for Labour MPs on 14 February 2006, 
and Conservative MPs also had been given a free vote by their party. The result of 
that division was a 200 MP majority in favour of the removal of exemptions for 
licensed premises and private members club. 

29. Contrary to the statements made in the Committee’s report, throughout 
this process there was extensive private, public and political debate on the most 
appropriate policy response to the hazards of second hand smoke. The merits of 
alternative policies were extensively examined—including in the Regulatory Impact 
Assessments published with the Bill and with the White Paper. Indeed it is difficult 
to think of many issues of public health policy that received more debate and 
investigation over the recent past. 

Paragraph 103. There has been a significant move towards uniformity in 
the treatment of road and rail safety and we would encourage agencies 
working in other relevant areas, such as the Department of Health, the 
NHS and NICE, to follow in the same direction. However, the evidence 
suggests that road safety expenditure is below the level that would be 
justified by current safety project appraisal procedures and government 
action is needed to ensure that transport safety expenditures are consistent 
between road and rail (paras 88, 93). 

30. The Government welcomes the report’s conclusion that there has been 
significant improvement to the consistency of appraisal of safety schemes across 
the road and rail sectors. 

31. We welcome the suggestion made to move to more uniformity in the 
valuation of safety in other relevant areas; this is something the Department of 
Health will encourage with the NHS and its Agencies. 

32. In terms of the link between funding levels and relative risk, it is important 
to clarify that any assessment of the mitigation strategy for road safety risks has to 
be more complex then a simple assessment of the funding levels and the potential 
value for money of Government funded engineering solutions. Two other key 
aspects of mitigation for road safety risks have to be taken into account. The first is 
the significant investment made by the automotive industry (rather than the 
Government) in massively improving the safety standards of motor vehicles and, 
secondly, the decades of concerted action by Government to change driver 
behaviour and improve car safety standards. The implementation of policies such 
as compulsory seat belt wearing, the reduction of speeding and the crackdown on 
drink driving have proved effective in improving road safety and reducing 
casualties. However, these policies were delivered through legislation, enforcement 
and carefully targeted public awareness campaigns, rather than significant levels of 
infrastructure investment. Both central and local Government have invested 
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significantly in engineering solutions where necessary, always balancing the need 
for maximizing safety with the need for an efficient and reliable road network. All 
of these factors have worked to mitigate road safety risks to the extent that the UK 
now has among the safest roads in Europe. In contrast, the mitigation strategy for 
safety issues on the rail network has (as with other forms of public transport such 
as aviation) tended to involve a much higher degree of technical and engineering-
based solutions and the nature of the rail industry means that the Government is 
responsible for meeting the majority of such costs. 

 

 

 

HM Treasury 

20 July 2006 


