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SUMMARY OF KEY POINTS

Europe Economics has carried out a study for DG Employment, Social Affairs and Inclusion (contract
VC/2011/0451) on the documentation of health and safety risk assessments by micro-enterprises.

Article 9 of Directive 89/391/EEC currently requires all firms to document a health and safety risk assessment. Our
study compared three scenarios:

(a) The current situation, taking account of actual levels of compliance with this obligation;
(b) A scenario of 100 per cent compliance; and

(c) A scenario in which micro-enterprises in low risk sectors are exempted from having to document a risk
assessment (while retaining the requirement that all firms have to carry out a risk assessment).

In addition to qualitative analysis of the three scenarios, we developed a quantitative model to assess the costs
and benefits of the 100 per cent compliance and exemption scenarios. The results of the model must be treated
with caution given data limitations. To address the uncertainty caused by the data limitations we present results for
low, medium and high sensitivity scenarios.

In order to analyse the impact of the exemption scenario, we needed to analyse how Member States might define
“low risk”. We concluded that this could be done by sector, by occupation, or by hazard exposure. The data
available only allowed us to model the impact of different scenarios for a sector-based definition of low risk.

The information available suggests compliance with the documentation obligation decreases with firm size, and is
likely to be lowest among micro-enterprises.

Exempting micro-enterprises in low risk sectors will lead to a reduction in administrative burdens. If the exemption
also leads to firms not carrying out a risk assessment at all, then there will be further cost savings due to firms not
incurring the cost of the risk assessment or the cost of taking actions on the basis of the risk assessment. At the
same time, such non-compliance with the obligation to carry out a risk assessment may lead to increases in health
and safety problems and the associated costs.

Under our medium sensitivity scenario, our modelling suggests there would be a small net benefit from exempting
micro-enterprises from the documentation obligation for two of the three low risk definition scenarios (of between
€5 million and €60 million). However, in the most conservative low risk definition scenario there would be a small
net cost of the exemption of €6 million. Our analysis of uncertainty also suggests that there is a risk that the policy
might lead to a negative outcome under all three low risk definition scenarios, as they all give rise to a negative net
benefit in our low sensitivity scenario.

The scenario of increasing compliance to 100 per cent would lead to impacts in the opposite direction i.e. there
would be cost increases due to more documentation, more risk assessments, and more actions taken on the basis
of risk assessments, but this would potentially lead to benefits in terms of reduced health and safety problems.
However, enforcement bodies would also incur substantial costs carrying out inspections to achieve this level of
compliance (regardless of the type of inspection). Our modelling suggests that achieving 100 per cent compliance
would lead to a substantial net cost of between €15 billion and €20 billion over 10 years in our medium sensitivity
scenario. It may be beneficial to take actions aimed at increasing compliance without aiming for a compliance level
as high as 100 per cent; however this analysis is beyond the scope of this report.

Our study also qualitatively considered various impacts on workers, governments, enforcement bodies and wider
product and labour markets of the obligation to document health and safety risk assessments. For example, we
identified that documented risk assessments can sometimes play a role after a health and safety incident has
occurred.
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EXECUTIVE SUMMARY

This is the executive summary to the final report from Europe Economics for DG Employment, Social Affairs and
Inclusion as part of contract VC/2011/0451.

Article 9 of Directive 89/391/EEC currently requires all firms to document a health and safety risk assessment. This
study examines the consequences of the documentation of risk assessments by very small enterprises (less than
10 employees). We compare three scenarios:

a) The current situation, taking account of actual compliance with this obligation among micro-enterprises;

b) A scenario of 100 per cent compliance among micro-enterprises; and

¢) A scenario in which micro-enterprises in low risk sectors are exempted from having to document a risk
assessment (while retaining the requirement that all firms have to carry out a risk assessment).

Conceptual framework

We developed a conceptual framework of how the documentation obligation affects firms’ behaviour and health
and safety outcomes.

The transposition and implementation of the Directive by Member States places firms under an obligation to
document a risk assessment, which they may or may not be aware of. If they are aware of this obligation, they
choose whether or not to comply, and if they do comply, whether they do so thoroughly or not.

Where the documentation obligation leads firms to do a risk assessment that they would not otherwise have done,
or where it increases the quality or effectiveness of the risk assessment, it may lead to changes in the working
environment and/or in the behaviour of workers and managers. These actions generate costs, in addition to the
administrative burden of documentation. These costs, however, have to be set against the reduced exposure to
hazards that these changes should result in and the consequent improvement in health and safety outcomes.
These improvements bring benefits to firms, workers and governments. In theory, these costs and benefits may
also feed through into other kinds of market impacts (e.g. in product or labour markets).

Enforcement bodies may also incur costs enforcing the documentation obligation, or they may find documentation
reduces the cost of enforcing other health and safety laws.

The conceptual framework identifies possible impacts at a theoretical level. Our study gathered qualitative and
guantitative evidence to assess how significant these various impacts are likely to be in practice. Our work
includes a cost-benefit model that estimates the possible quantitative impacts of the exemption and 100 per cent
compliance scenarios. It must be noted that limitations in data availability mean the modelling results should be
treated with caution. To address some of the uncertainty relating to the input data, we present low, medium and
high sensitivity scenarios for the net benefit of the exemption and 100 per cent compliance scenarios.

Low Risk Definition

The definition of ‘low risk’ is relevant to the exemption scenario, where only micro-enterprises engaged in ‘low risk’
activities would be exempt from the documentation obligation. Following a review of previous approaches to the
definition of low risk and an analysis of the different dimensions of the definition of low risk, we conclude that the
following are plausible ways in which an exemption for low risk micro-enterprises might be implemented:

Range of Low Risk Definitions

Regulatory definition of low risk Possible derivation of list by policy-makers
(although policy-makers could also derive a list in other ways)

All firms in the following sectors:
[list of sectors]

Sectors in the bottom [x] per cent in terms of number of days lost per
employee due to accidents and work-related health problems, excluding
any sectors with a high incidence of fatalities and permanent incapacity

All firms only employing workers in the
following occupations:
[list of occupations]

Occupations that fall into the bottom [x] per cent in terms of number of
days lost due to accidents and work-related health problems, excluding
sectors with a high incidence of fatalities and permanent incapacity

All firms where employees are not
exposed to any of the following
hazards:[list of hazards]

List derived on basis of expert health and safety analysis

We have analysed data on health and safety outcomes to identify the kinds of sectors, occupations or hazards that
might be captured within a low risk definition. However, for the purpose of our cost-benefit modelling, we needed

WWW.europe—economics.mm 1
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to identify the number of micro-enterprises captured by our low risk definition, and the data were only available to
do this for sector-based definitions.

Hence, for our modelling we examined data on three indicators, by sector:

a) days lost due to accidents and work-related health problems,
b) permanent incapacity due to accidents and work-related health problems, and
c) fatalities due to accidents at work.

We then applied illustrative thresholds for the value of these indicators below which a sector might be considered
low risk. Different thresholds for these indicators were applied to select low risk sectors under three scenarios.
These three scenarios are Low Risk Scenario 1 (which is the strictest definition of low risk with the lowest threshold
of accidents and illnesses below which sectors are considered low risk); Low Risk Scenario 2 (a medium scenario
with a higher threshold); and Low Risk Scenario 3 (the least strict definition of low risk with the highest threshold of
accidents and ilinesses below which sectors are considered low risk).

As the most conservative scenario, Low Risk Scenario 1 has least number of sectors (four sectors, representing
1.4 per cent of micro-enterprises); Low Risk Scenario 2 contains eight sectors (representing 4.7 per cent of micro-
enterprises); and Low Risk Scenario 3 as the least conservative scenario contains 14 sectors representing 13.2
per cent of micro-enterprises.

The number of micro-enterprises contained within these low risk scenarios is relatively small. This partly reflects
the fact that the number of sectors which fell below the thresholds we applied was a small proportion of all sectors
(ranging from 4.8 to 17 per cent of all sectors). However, it also appears to be due to the composition of low risk
sectors (for example, the sector with the largest number of micro-enterprises is agriculture which is not included in
any of our low risk scenarios).

Implementation by Member States

Transposition and implementation are important to our analysis because the way in which Member States have
transposed the Directive into national legislation and implemented it will affect the costs and benefits of the
Directive.

We have grouped Member States following an analysis of the ways in which they have implemented the Directive.
This analysis draws upon responses to a questionnaire distributed by the European Commission to Member
States on their transposition and implementation of the provisions of the Directive. The analysis has been checked
against information obtained from interviews with enforcement bodies and takes account of feedback from the
Working Group.

Awareness and Compliance

Based on the evidence from the literature and information from interviews with enforcement bodies, the extent of
compliance with risk assessment increases with the size of the company. Compliance with the documentation
obligation is likely to be lowest among micro-enterprises.

Achieving 100 per cent compliance would require a significant increase in activity by enforcement bodies, and this
would give rise to substantial costs which have been included in our cost-benefit modelling.

Administrative Burdens

Administrative burdens are costs specifically linked to the information that businesses would not collect and provide
in the absence of a legal obligation. The Standard Cost Model (SCM) is designed to calculate administrative
burdens in a consistent way across different areas of policy. We have used a variant of the Standard Cost Model
in which we take account of actual levels of compliance.

We report on past attempts to quantify relevant administrative burdens. While we have drawn on data from these
studies where appropriate, we have made a number of adjustments to arrive at our own estimate of administrative
burdens. In particular, we have focused on administrative burdens specifically for micro-enterprises, focusing on
low risk sectors in the exemption scenario. We have also taken account of differences in transposition and other
implementation measures across Member States.

Where the documentation obligation leads firms to carry out risk assessments that they would not otherwise have
done (i.e. by increasing compliance with the obligation to do a risk assessment), there will be additional costs
associated with the risk assessment itself. Similarly, in some cases when a firm no longer has to document the risk
assessment it may decide not to comply with the requirement to carry out a risk assessment, in which case the
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costs associated with the risk assessment are avoided. Although this is not an administrative burden, this is an
important cost and has been calculated separately in our modelling.

Health and Safety Impacts

The impact of an exemption scenario and a 100 per cent compliance scenario on health and safety outcomes in
firms is a key element of our analysis. Data on the existing prevalence and costs of work-related accidents and
illnesses are limited in some areas and for some Member States, as is information on the effect of documentation
on firms’ health and safety practices. The results of this analysis are therefore subject to substantial uncertainty.

We first analysed cross-country data to assess whether differences in the percentage of firms conducting risk
assessments or the existence of an exemption from the documentation requirement appear to be related to health
and safety outcomes. We found prima facie evidence of a relationship (i.e. conducting and documenting risk
assessments appears to be associated with better health and safety outcomes), although there is substantial
uncertainty around this analysis and some of the results are not statistically significant.

In order to investigate potential impacts in more detail, we analysed the chain of causality by which the
documentation obligation may lead to benefits in terms of improved health and safety. The links in this chain of
causality are:

a) The documentation obligation affecting compliance with the risk assessment obligation and/or increased
the quality or effectiveness of risk assessments

b) The number and/or quality of risk assessments affecting health and safety practices

¢) Health and safety practices affecting health and safety outcomes

d) Health and safety outcomes affecting the welfare of relevant stakeholders, i.e. workers, businesses, and
governments.

An important way in which the documentation obligation may improve outcomes is through the compliance effect,
i.e. firms may not comply with the underlying obligation to carry out a risk assessment if they do not have to
document it, since it will be more difficult for anyone to prove they have not carried out a risk assessment. We
have found some qualitative evidence to support the existence of a compliance effect. For example, we note that:

a) Findings from our interviews support the claim for a compliance effect
b) The importance of documentation in ensuring compliance has been recognised in other contexts.

Evidence on the size of this effect, however, is not available, and the stakeholders we spoke to were divided as to
whether the documentation obligation has a large or small effect on firms’ compliance with actual risk
assessments.

We identified four further impacts of documentation which seem likely to improve the quality of risk assessments,
and two potential negative effects whereby documentation may reduce the effectiveness of risk assessments. We
concluded that these negative effects are unlikely to offset the positive ones, and hence documentation seems
likely overall to have a positive impact upon the quality of risk assessment and the compliance of firms with the
obligation to conduct a risk assessment.

When more and better risk assessments are undertaken, the evidence that we have reviewed supports the case
that this leads to improved health and safety practices. For example, a Dutch study that we have reviewed found
that risk assessments are associated with a 15 per cent increase in measures intended to improved health and
safety outcomes.

These actions will tend to reduce health and safety problems at work. We drew on evidence from Social Europe
(2011) report to produce a range estimate for the potential reduction in accidents and work-related health problems
that may result from such actions. We also used the data from the Social Europe study to produce an estimate of
the costs of carrying out these actions to improve health and safety.

In our modelling, we have combined the above evidence with data on the current costs of health and safety
problems at work to produce a monetary estimate of the potential health and safety impacts of an exemption
scenario and a 100 per cent compliance scenario.

Modelling of Impacts

We have modelled the impact of achieving 100 per cent compliance (across all micro-enterprises), and the impact
of exempting firms in low risk sectors.
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Due to uncertainty surrounding the data for some of the inputs, we have applied uncertainty, or sensitivity, analysis
to our results. This entails using values for the inputs that result in a low, medium or high net benefit of the
scenarios that are modelled.

Current situation

The current situation is of interest in its own right, and also provides the benchmark (or counterfactual) against
which to measure the additional impacts of either an exemption from the documentation obligation, or a move to
100 per cent compliance with the obligation.

Our model estimates that the current administrative burden to micro-enterprises in the EU of the documentation
obligation is approximately €170 million per year with a net present value of €1.28 billion over ten years. This takes
into account the current low levels of compliance with the obligation.

The total costs in terms of lost output arising from current health and safety incidents in micro-enterprises
(comprising non-fatal accidents, permanent incapacity and fatalities from accidents, and work-related ill-heath) is
estimated at €21.6 billion for 2012. The model may underestimate this value as it does not include fatalities from
work-related ill-heath.

100 per cent compliance scenario

Our modelling exercise considers the costs and benefits of achieving 100 per cent compliance with the
documentation obligation. Under this scenario, firms will incur increased costs conducting and documenting risk
assessments and implementing measures to improve health and safety practices, and enforcement bodies will
incur increased enforcement costs. Benefits include improved health and safety outcomes from the link between
documentation, risk assessment and health and safety practices of firms.

The results in the tables below suggest that the costs of achieving 100 per cent compliance (which include
significant enforcement costs) are likely to outweigh the benefits. This is the case under two different enforcement
scenarios, whereby enforcement bodies can either ensure 100 per cent compliance through full inspections of
firms’ health and safety practices, or through inspections of the documentation only. The net cost of the full
inspection model is approximately €15 billion in the medium sensitivity scenario over 10 years, and the net cost
over ten years of the documentation-only inspection scenario is approximately €20 billion in the medium sensitivity
scenario.

Model Results for 100 per cent compliance — full inspection scenario (€ millions)

Net present value over 10 years

Low Medium High
Benefits
Reduction in lost output from health and safety incidents 4,224 8,069 13,115
Reduction in healthcare system costs from health and safety
incidents 845 1,614 2,623
Reduction in other costs of health and safety incidents 296 565 918
Reduction in non-financial costs of health and safety
incidents 7,097 13,556 22,033
Costs
Increase in administrative burdens 18,222 8,896 2,823
Increase in risk assessment costs 9,057 7,246 5,434
Cost of additional measures taken 2,347 3,294 4,231
Additional regulator costs 35,631 19,369 10,204
Overall net benefit - 52,795 - 15,001 15,997

Note. The full inspection scenario assumes that enforcement bodies inspect firms’ health and safety practices alongside the documentation to
make sure that 100 per cent compliance with the documentation translates into 100 per cent compliance with genuine risk assessments. These
inspections would be relatively thorough and would result in higher health and safety benefits as all firms would comply with both the
documentation obligation and the obligation to carry out a risk assessment.
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Model results for 100 per cent compliance — documentation only scenario (€millions)

Net present value over 10 years

Low Medium High
Benefits
Reduction in lost output from health and safety incidents - 2,017 6,557
Reduction in healthcare system costs from health and safety
incidents - 403 1,311
Reduction in other costs of health and safety incidents - 141 459
Reduction in non-financial costs of health and safety
incidents - 3,389 11,016
Costs
Increase in administrative burdens 18,222 8,896 2,823
Increase in risk assessment costs - 1,811 2,717
Cost of additional measures taken - 823 2,115
Additional regulator costs 26,723 14,527 7,653
Overall net benefit - 44,945 - 20,107 4,036

Note: The documentation-only inspections scenario assumes that enforcement bodies only inspect firms to ensure compliance with the
documentation obligation. Although this would entail fewer resource costs from simpler inspections, firms would have no additional incentive to
undertake genuine risk assessments or to take actions on the basis of their findings, since the inspections would not cover actual health and
safety practices.

Exemption scenario

Under the exemption scenario, micro-enterprises engaged in low risk activities are exempt from the documentation
obligation. To model the potential impact, we used the three low risk scenarios discussed earlier, and for each one
we produced high, medium and low sensitivity scenarios for the net benefit of an exemption.

Under our medium sensitivity analysis scenario, our modelling suggests there would be a small net benefit from
exempting micro-enterprises from the documentation obligation for two of the three low risk definition scenarios
(between €5 million and €60 million over ten years). However, in Low Risk Scenario 1 there would be a small net
cost of €6 million.

The net impact of an exemption is relatively small. This is partly due to relatively low savings from reduced
administrative burdens, largely because of current low levels of compliance with the obligation. In addition, cost
savings from an exemption may be partly offset (or wholly offset in the case of Low Risk Scenario 1) by increased
costs from worse health and safety outcomes. The latter impact assumes that if firms are no longer required to
document the risk assessment, a certain proportion will also cease to undertake a risk assessment due to the
‘compliance effect’ discussed earlier.

Our analysis of uncertainty also suggests that there is a risk that the policy might lead to a negative outcome under
all three Low Risk definition scenarios, as they all give rise to a negative net benefit in our low sensitivity scenario.
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Model Results for Exemption of Low Risk Micro-enterprises (€ million)

Net present value over 10 years

Low risk scenario 1 Low risk scenario 2 Low risk scenario 3

Low Medium High | Low Medium High | Low Medium High
Benefits
Reduction in administrative
burdens 7.0 21.7 478 | 10.3 31.6 69.0 | 29.6 88.4 188.1
Reduction in risk assessment
costs 5.2 35 - 115 7.7 - 27.3 18.2 -
Savings from fewer measures 13.0 5.0 - 14.2 55 - 19.1 7.4 -
Costs
Increase in lost output from
health and safety incidents 40.2 12.4 - 442 13.6 - 59.2 18.2 -
Increase in healthcare system
costs from health and safety
incidents 8.0 25 - 8.8 2.7 - 11.8 3.6 -
Increase in other financial
costs of health and safety
incidents 2.8 0.9 - 31 1.0 - 4.1 1.3 -
Increase in non-financial costs
of health and safety incidents 67.5 20.8 - 74.2 22.8 - 99.4 30.6 -
Overall net benefit -93 -6 48 -94 5 69 -99 60 188

Other Impacts

There are a number of qualitative impacts of an exemption from the documentation obligation that are not captured
by the modelling. In terms of the role of the documentation on firms’ health and safety practices, the model only
captures the effect that the document has on firms’ carrying out a risk assessment. However there is evidence that
the document also has an effect on the quality of risk assessments and on the number and effectiveness of health
and safety actions taken to address risks, both which have an effect on overall health and safety outcomes.

There may be impacts additional to those upon administrative burdens and health and safety impacts resulting
from compliance with the documentation obligation. In particular, our research suggests that documented risk
assessments can play an important role after workplace health incidents occur, particularly under certain kinds of
insurance or compensation schemes within Member States.

An exemption from the documentation obligation can also impact the ability of enforcement bodies to monitor firms’
compliance with health and safety practices. Labour inspectorates in some Member States rely heavily on the
documentation as a signal of firms’ compliance with the health and safety legislation, and in the absence of any
documentation such monitoring would need to be done through inspections, at a greater cost. This is not the case
across the board, however; some enforcement bodies place little weight on the documentation and would not find
the absence of such documentation a problem.

It could be argued that an exemption from the obligation would infringe the rights of workers to be informed and
consulted, but we concluded that there are other means by which information may be provided and consultation
can occur, which may be more feasible in relatively small firms.

Conclusion

While our modelling results must be treated with caution given the uncertainties involved, the results suggest that
an exemption from the documentation obligation for micro-enterprises in low risk sectors would lead to a small net
benefit under our medium scenario for two of the three Low Risk definition scenarios. However, our uncertainty
analysis suggests that the possibility that an exemption might lead to a negative net benefit under all of the Low
Risk definition scenarios cannot be ruled out, as they all give rise to a net cost in our low sensitivity scenario.

Our analysis suggests that it would not be worthwhile to attempt to increase compliance with the documentation
obligation to 100 per cent, since the costs of doing this (including enforcement costs) are likely to outweigh the
benefits. This does not exclude the possibility that increasing compliance to a level less than 100 per cent may be
beneficial; however the modelling of this is beyond the scope of this report.
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13

14

INTRODUCTION

Europe Economics is pleased to submit this final report to DG Employment, Social Affairs and
Inclusion as part of contract VC/2011/0451.

This report and contract are concerned with a study on the consequences of the
documentation of the risk assessment (Article 9 of Directive 89/391/EEC) by very small
enterprises in low risk sectors, compared with a possible exemption from that obligation.

This final report compares the following three situations:

(@) the actual situation: the present-day transposition and application by very small
companies (i.e. with fewer than 10 workers) of the existing obligation in the Directive to
document the risk assessment;

(b) the situation of 100 per cent compliance by very small enterprises with the existing
obligation in the Directive to document the risk assessment; and

(c) the alternative situation as proposed in the HLG recommendation: the exemption of very
small firms undertaking certain low risk activities from the obligation to document the risk
assessment.

This report is composed of the following sections:

(a) Background (section 2): This sets out the motivation for this study and the relevant
legislation.

(b) Conceptual framework (section 3): In this section we set out the conceptual framework that
has structured our analysis.

(c) Scenarios for the definition of low risk (section 4): This section suggests several definitions
of ‘low risk’, assesses them, and comments on the robustness and implications of the
definitions. It then applies a statistical method to derive definitions of low risk based upon
both the sectors in which micro-enterprises are based and the occupations of workers
within micro-enterprises.

(d) Worker sub-groups (section 5): This chapter begins by exploring workplace risks which
may be particular to certain sub-groups of workers (e.g. pregnant women) and assesses
the prevalence of these groups within the sectorial based definition of low risk derived in
the previous chapter.

(e) Implementation by Member States (section 6): This section describes the transposition of
the Directive and other implementation measures by Member States.

(H Awareness and compliance (section 7): This section assesses how aware micro-
enterprises are of their obligations under the Directive and how compliant they are with
them.
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16

1.7

(g) Administrative burdens (section 8): This section analyses the administrative burdens on
micro-enterprises created by the obligation with the Directive to document risk
assessments, and the reduction in administrative burdens that might result from the
proposed exemption.

(h) Health and safety impacts (section 9): This section begins by setting out the current
situation with regard to health and safety problems in micro-enterprises. We then assess
the potential health and safety impacts of either increasing compliance with the obligation
to document risk assessments to 100 per cent, or of exempting micro-enterprises in low
risk sectors from the documentation obligation.

() Other impacts (section 10): In this section we discuss other impacts that may arise from
the proposed exemption for small low risk firms from the obligation to document risk
assessments. These are in addition to any direct and indirect health and safety impacts,
which have been covered in the previous section.

() Conclusions (section 11): This chapter draws upon the results of our model and other
analysis to provide our responses to the key questions addressed by this research.

Additionally, we include a glossary of some of the terms used in our report in an appendix. We
also include separate appendixes with, first, details on who was interviewed as part of this
project and the issues discussed in these interviews; second, the standard cost model for
estimation of administrative burdens; third, a review of information sources relevant to health
and safety impacts; and fourth an explanation of our modelling and the input data used.

Finally, we also submit two excel folders that have formed part of our analysis. One of these
folders contains our statistical analysis of low risk workplaces. The second one draws upon
the first to model the expected costs and benefits of full compliance and the exemption against
the counterfactual of unchanged policies.

As specified in the ITT, this report includes analysis on:

(&) The extent to which the benefits and drawbacks of the three situations can or cannot be
expressed in monetary terms. Although there is substantial uncertainty about many of the
impacts, we have attempted to quantify both the costs and the benefits of increasing
compliance with the documentation obligation to 100 per cent, and of exempting micro-
enterprises in low risk sectors. Model results are presented in relevant places throughout
the report.

(b) The feasibility and evidence for distinguishing between "low-risk" versus "high-risk" sectors
and activities. Section 4 of the report addresses this question in detail. We show that
there are a number of feasible approaches to defining low risk, although any approach is
likely to involve both errors of inclusion and errors of exclusion. Section 5 considers the
issue of risks which affect particular sub-groups of workers.

(c) The extent to which there is a risk that very small companies will not perform a risk
assessment when they are no longer under an obligation to document such an
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Eroare! Stil nedefinit.

assessment. We have analysed this issue in section 9 in our discussion of the
“compliance effect’. We consider that there is a strong theoretical case for thinking that
there will be such an effect, but have not been able to identify any quantitative data on its
likely magnitude. In the absence of data, our modelling has explored the potential impact
on health and safety outcomes of some plausible scenarios for the proportion of micro-
enterprises that currently conduct risk assessments that may cease to do so if they are
exempted from the documentation obligation.
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BACKGROUND

In this section we begin by explaining the relevance of the policy proposal under consideration
to the Commission’s Better Regulation Agenda. We explain the place of this proposal within
the relevant Directive (89/391/EEC) and summarise the opinions of the Advisory Committee on
Safety and Health at Work (ACSH) and the Senior Labour Inspectors Committee (SLIC) on
this proposal. The section concludes by setting out some other obligations under the Directive
and another piece of EC legislation that may be affected by the proposal.

Better Regulation Agenda

2.2

2.3

24

25

2.6

The Commission’s Better Regulation Agenda aims are:*

(a) implementing a strategy to simplify existing legislation through a rolling programme
composed of about 185 initiatives in all policy areas;

(b) reducing administrative burdens by 25 per cent by 2012;

(c) placing greater emphasis on the use of impact assessments and public consultations
when drafting new rules and regulations;

(d) monitoring the application of EU law.

Within this context, the Commission adopted an Action Programme for Reducing
Administrative Burdens in the European Union in January 2007. This was followed in August
2007 by the establishment of the High Level Group of Independent Stakeholders on
Administrative Burdens (HLG). The remit of the HLG is to provide advice on the
implementation of the Action Programme.

The recommendation of the HLG which is the subject of the current study, is:?

to exempt very small firms undertaking certain low risk activities from having to produce a
written assessment of the risks to health and safety.

The HLG based its opinion on data provided by a Consortium of private contractors, hired for
the purpose of helping with the mapping and measuring of information obligations in 13 priority
areas. This recommendation is under consideration by the Commission.

The recommendation implies a modification of the current EU legislation, specifically to articles
in Directive 89/391/EEC. The Commission is of the view that since the EU legislation at issue
has a direct impact on the safety and health of workers in the EU, this recommendation needs

2

As stated in the Specifications of the Information to Tender for this contract.
HLG (2009) “Opinion on Administrative burden reduction; priority area Working environment / Employment relations”, point 56
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to be carefully considered. Any possible initiative would have to be preceded by an extensive

assessment of its impact, which this study contributes towards.

Directive 89/391/EEC

2.7

2.8

29

Directive 89/391/EEC (hereafter, the Directive) introduces measures to encourage
improvements in the safety and health of workers at work. It contains general principles and
guidelines for the implementation of the principles, concerning the prevention of occupational
risks, the protection of safety and health, the elimination of risk and accident factors, the
provision of information, consultation, and the participation and training of workers and their
representatives.

The Directive specifies certain obligations for employers and workers. Among other
requirements, employers are obliged to assess the occupational risks with respect to work
equipment and workplaces and to make provision for protective and preventive measures.
Employers are also obliged to record the findings of these risk assessments.

The HLG’s recommendation would require changes specifically to Article 9(1)(a) and (2) of the
Directive, under the title “Various obligations on employers”, which states the following:

1. The employer shall:

(a) be in possession of an assessment of the risks to safety and health at work, including those
facing groups of workers exposed to particular risks;

(b) decide on the protective measures to be taken and, if necessary, the protective equipment
to be used,

(c) keep a list of occupational accidents resulting in a worker being unfit for work for more than
three working days;

(d) draw up, for the responsible authorities and in accordance with national laws/or practises,
reports on occupational accidents suffered by his workers.

2. Member States shall define, in the light of the nature of the activities and size of the
undertakings, the obligations to be met by the different categories of undertakings in respect of
the drawing-up of the documents provided for in paragraph 1 (a) and (b) and when preparing
the documents provided for in paragraph 1 (c) and (d)."

2.10 The obligation for all companies to document the risk assessment follows from Article 9(2) of

the Directive, which explicitly refers to a “document”. This was confirmed by the Court of
Justice in case C-5/00.2

3

http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=0J:C:2000:135:0003:0003:EN:PDF
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The Directive leaves it to the Member States “to define, in the light of the nature of the activities
and size of the undertakings, the obligations to be met (...)" (Article 9(2)). Hence, Member
States can vary the contents of the obligations according to the size of the undertaking. In
some Member States, companies of all sizes must comply with the same requirements while in
other countries the requirements are less onerous for small companies than for larger
enterprises.

Opinion of ACSH and SLIC

2.12

2.13

2.14

2.15

2.16

2.17

The Advisory Committee on Safety and Health at Work (ACSH) and the Senior Labour
Inspectors Committee (SLIC) were consulted on the opinion of the HLG in December 2009.

SLIC was established in 1982 to assist the Commission in monitoring the enforcement of EU
legislation. Its role is to monitor the enforcement of secondary Community law on health and
safety at work and to analyse practical questions involved with monitoring the enforcement of
legislation in this field.

ASCH is a tripartite body set up in 2003 by Council Decision 2003/c 218/01 to streamline the
consultation process in the field of health and safety. It is composed of workers’
representatives, employers’ representatives and representatives of Member State
governments.

The Commission services invited the SLIC to advise on two specific aspects of the opinion of
the HLG with respect to inspections. However as this is not the subject of the current study we
do not report further on this aspect.

The ACSH opinion commented specifically on the recommendation that is the subject of the
current study, stating:

[a]s well as administrative costs, it is important to remember the costs of health and safety
failures (mentioned in para 7 of the HLG Opinion). The historical reduction achieved in these
partly reflects the benefits of OSH [Occupational Safety and Health] Directives. The relation
between costs and benefits will help to determine whether the administrative burden imposed
by the obligation to possess a written risk assessment is unnecessary or not.

There is a limited evidence base in this area, both on the potential for cost savings from the
recommendation (as noted in para 58 of the HLG Opinion) and on the benefits arising from the
current obligation. Therefore a thorough analysis should be carried out on this far reaching
recommendation.

This project provides the analysis for which ACSH have called.

WWW.europe-economiCS.Com 6
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Other Potential Amendments to Directive 89/391/EEC

2.18

2.19

2.20

A possible amendment of the Directive at Article 9(1)(a) and (2) may create a need for
modification of several other provisions of the Directive.*

For instance, Article 10 on “Worker Information” requires the employer to take appropriate
measures so that workers, their representatives and employers of workers from outside
undertakings engaged in work on the premises have all the necessary information concerning
safety and health risks and preventative measures. “Appropriate measures” are not defined
precisely in the Directive, but a documented risk assessment would generally be considered
sufficient. Article 10 does caveat this obligation by stating that “appropriate measures” should
be undertaken in accordance with Member State law which may take account, inter alia, of the
size of the undertaking. Either at Member State or EU level it may be necessary to provide a
revised definition of what is meant by “appropriate measures” in the event of granting the
exemption that is the subject of this study.

In addition, Article 11 consists of obligations on “Consultation and participation of workers”,
which includes consultation on Article 9 (1). Where the risk assessment documentation exists,
it is possible for consultation to occur in respect of the contents of the document. It would not
be possible in small firms in low risk settings for consultation to take this form in the event of
the exemption that is the subject of this study being granted. This is not to say that the
absence of the document would necessarily prevent workers from participating and being
consulted; however the lack of a document may be an impediment to this occurring.

Charter of Fundamental Rights

221

2.22

The Charter of Fundamental Rights of the European Union (2000/C 364/01) Article 27
(“Workers' right to information and consultation within the undertaking”) states the following:®

Workers or their representatives must, at the appropriate levels, be guaranteed information and
consultation in good time in the cases and under the conditions provided for by Community law
and national laws and practices.

Where the risk assessment documentation exists, this might be taken to satisfy the workers’
right to information and consultation, at least in respect of health and safety issues. This is not
to say that the absence of the document necessitates that workers’ rights have been infringed,
but should firms become exempt from the obligation to document their risk assessment and
choose to take up this exemption it would become necessary for firms to find alternative
means of informing and consulting workers to ensure this fundamental right.

A madification of Directive 89/391/EEC may imply the need for modification of other directives such as the Chemical Agents Directive

98/24/EC (Art. 4(2)), the Vibrations Directive 2002/44/EC (Art. 4(5) and the Noise Directive 2003/10/EC (Art 4(7).

http:/Amww.europarl.europa.eu/charter/pdfitext_en.pdf
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3.1

3.2

3.3

CONCEPTUAL FRAMEWORK

This section sets out the conceptual framework that we have used to analyse the impact of the
requirement to document a risk assessment, and hence the impact of increasing compliance
with this obligation to 100 per cent on the one hand, or of exempting micro-enterprises
engaging in low risk activities on the other hand.

There are two aspects to the conceptual framework:

(&) Understanding the actual situation. This is of interest in itself, and it also forms the
baseline or counterfactual against which to assess other scenarios (i.e. 100 per cent
compliance and the HLG proposal).

(b) Developing a framework which allows the incremental costs and benefits of the alternative
scenarios to be assessed and if possible quantified. This framework goes beyond the cost
impacts of the documentation obligation, and considers potential impacts such as those on
health and safety outcomes.

We discuss these two aspects of the conceptual framework below.

Understanding the Actual Situation

34

3.5

3.6

It is necessary to specify what is referred to as a “counterfactual” as a benchmark against
which the impact of other policy options can be assessed. The counterfactual will normally
comprise the “do nothing” policy option (i.e. the actual situation).

A key aspect of the current situation which needs to be understood is the actual level of
compliance with the obligation to document a risk assessment, particularly among the very
small firms working in areas which might fall under potential definitions of “low risk activities”.
The actual level of compliance with the documentation obligation is crucial in working out how
the actual situation differs from 100 per cent compliance on the one hand and from the
situation if the HLG recommendation is implemented on the other hand.

In constructing the counterfactual, it should not be assumed that the “do nothing” scenario
implies a continuation of the status quo. This is because various developments may take
place even with no changes in this area of policy. Examples include:

(&) The possibility that administrative burdens caused by the requirement to document the risk
assessment may fall over time if there is growing awareness and use by small firms of the
On-line interactive Risk Assessment tool that the Bilbao Agency (EU-OSHA) is currently
developing, or of other eTools.

(b) Trend changes in health and safety outcomes not related to health and safety risk
assessments (e.g. due to changes in the type of economic activity carried out within the
EU).
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3.7

3.8

Accidents

The counterfactual scenario or scenarios should be based on reasonable expectations of what
might happen in the absence of any policy change.

The importance of defining the counterfactual is illustrated in Eroare! F r surs de referin
The diagram shows a hypothetical case in which accidents and work related health problems
at work are falling through time under the counterfactual (i.e. with no change in policy), and
where they would fall through time at a lower rate if the exemption proposed by the HLG were
introduced. In this hypothetical case, the effect of the exemption would be to increase
accidents and work related health problems at work compared to what would otherwise
happen, even though accidents at work would continue to fall through time.

Figure 3.1: The Importance of Defining a Counterfactual

at work Additional accidents
and work and work related
related health problems due

health to exemption

problems

3.9

Time

We discuss the counterfactual relevant to this study in the first part of section 9.

Framework for Assessing Costs and Benefits

3.10

3.11

Health and safety regulation seeks to create safe working environments that reduce the risk of
accidents and negative impacts on the health of workers. These intended health and safety
benefits have to be compared with the costs and benefits which compliance with the regulation
generates for businesses and regulators.

These benefits and costs are captured within the conceptual framework set out in Figure 3.2.
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Figure 3.2: Conceptual Framework
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3.12

Below we discuss the various elements of this conceptual framework in turn.

Directive

3.13

3.14

Directive 89/391/EEC on the introduction of measures to encourage improvements in the
safety and health of workers at work was designed to increase the protection of workers at
work. The approach taken in the Directive was to legislate for preventive measures to guard
against accidents at work and work-related health issues and to ensure the provision of
information, consultation, balanced participation and training of workers and their
representatives.

Directive 89/391/EEC specified certain obligations for employers and workers. Among other
requirements, employers are obliged to assess the occupational risks with respect to work
equipment and workplaces and to make provision for protective and preventive measures.
Employers are also obliged to record the findings of these risk assessments, as specified in
Article 9(1)(a) and (2):

"1. The employer shall:

WWW.europe-economics.com 10
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3.15

(a) be in possession of an assessment of the risks to safety and health at work, including those
facing groups of workers exposed to particular risks";

"2. Member States shall define, in the light of the nature of the activities and size of the
undertakings, the obligations to be met by the different categories of undertakings in respect of
the drawing-up of the documents provided for in paragraph 1 (a) and (b) and when preparing
the documents provided for in paragraph 1 (c) and (d)."

As currently drafted, the Directive requires all employers to complete a risk assessment and to
maintain a written record of it.

Transposition and implementation by Member States

3.16

Member States have interpreted the Directive in a number of different ways when transposing
the Directive into national legislation. In some countries companies of all sizes must comply
with the same requirements while in other countries the requirements are less onerous for
small companies than for larger enterprises. In most cases, however, a risk assessment must
be conducted and a written record must be retained by all employers.

Awareness

3.17

3.18

Awareness is concerned with the extent to which the relevant firms are aware that they have a
legal obligation to document a health and safety risk assessment. Awareness is likely to be a
particular issue with very small firms, given they will have limited staff resources to keep track
of legal obligations and are unlikely to employ health and safety specialists.

Prima facie, one might assume that firms that are not aware of their legal obligation to
document a risk assessment are unlikely to produce one. However, our framework notes the
possibility (see arrows drawn with dashed lines) that in some cases even firms that are not
aware of their legal obligation might choose to document a risk assessment (e.g. because they
perceive it as best practice).’

Compliance with documentation of assessment

3.19

While producing a documented risk assessment is a legal obligation, the assessment needs to
take account of the actual level and nature of compliance with this obligation. Hence,
compliance is concerned with the decision that firms take about whether and how to comply.
The regulation may have varying degrees of scope for interpretation and flexibility in
implementation. This leads to one of the following responses:

(&) Non-compliance: Firms might decide not to comply. This possibility means that
enforcement bodies either need to incur costs seeking to bring about compliance or accept
that compliance will not be absolute and the health benefits that the legislation is intended

It is also possible that firms keep other business documents that, while not explicitly documenting health and safety risks, help to fulfil a

similar function (such as a health and safety policy or standard operating procedures).
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3.21

3.22

Stil nedefinit.

to secure may, consequently, be foregone. However, in some cases, firms may not
comply with the documentation requirement but may still undertake a risk assessment.

(b) Superficial compliance: Firms might comply with the regulation in a superficial way
without complying with the spirit of the regulation. In other words, they may produce a
written document without putting any real effort into a proper risk assessment or taking any
actions to improve health and safety. These firms will incur an administrative burden but
will not incur any wider costs or receive any wider benefits.

(c) Thorough compliance: Firms might comply thoroughly with the obligation, with the
possibility that documenting the risk assessment leads to changes to the physical
environment and to the behaviour of management and workers that improve health and
safety outcomes.

Hence, the benefits and costs generated by the regulation depend upon the compliance
decision taken by firms. We recognise that to some extent the above represent stylised
possible responses to the obligation — in practice, there will be a spectrum of possible
responses between superficial and thorough compliance. For example, the possibility that
even relatively superficial compliance might sometimes lead to changes in the physical
working environment and in human behaviour with associated implementation costs is shown
by dashed arrows in the diagram.

mpacts

Where regulated entities comply in full or in part with the documentation obligation there may
be direct impacts, such as the following:

(@) Change in the working environment: The documentation of the risk assessment may
result in new equipment being purchased or existing equipment being adapted in some
way, or in other changes being made to the working environment (e.g. removal of trailing
wires).

(b) Human behaviour change: The documentation of the risk assessment may lead to
managers and/or workers adapting their practices in some way. For instance, firms may
provide training to their workers on how to operate equipment safely.

In considering these direct impacts, it is important to separate out effects which arise from
documentation of the risk assessment from those which arise from the wider legal obligation to
carry out the risk assessment itself. There are various ways in which documentation may lead
to such impacts, including:

(a) First, by increasing compliance with the underlying legal obligation to carry out a health
and safety risk assessment. In other words, if firms did not have to document the risk
assessment, then some firms might not carry it out at all, either because it would be difficult
for anyone to prove that they had not done a risk assessment or because the need to
document was the means by which they became aware of the requirement.
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Eroare! Stil nedefinit.

3.23

(b) Second, by increasing the quality and effectiveness of health and safety risk assessments.
For example:

— Firms may put more effort into a risk assessment if they know there is going to be a
written record.

— Company management may be more likely to act on recommendations contained in a
written assessment.

— Firms will have a record of what was found and hence any findings are less likely to be
forgotten.

(c) Third, by clarifying responsibilities and thus increasing the likelihood that both employers
and workers will take action to improve occupational health and safety practices. For
example:

— Workers who are provided with the documented assessment may be clearer about
what they can expect their employer to do (thus potentially allowing them to put
pressure on employers to improve the physical working environment), and may also be
clearer about their own responsibilities (thus potentially leading to positive behavioural
change).

— The document helps to establish whether fault lies with the employer or worker after an
accident or work related health problem, which might assist in any subsequent legal
proceedings. The knowledge that responsibilities can be proven in court may provide
sharper incentives on both groups to fulfil those responsibilities.

We analyse the potential impact of the documentation obligation (as opposed to the risk
assessment obligation) in section 9, where we discuss various “mechanisms of effect” in more
detail. However, most of the evidence that we have been able to find on these mechanisms of
effect is qualitative rather than quantitative in nature.

Health and safety outcomes

3.24

3.25

One intended effect of changes in the working environment and human behaviour at work is a
reduction in exposure to risks, which will affect both:

(@ The number of health and safety incidents (i.e. accidents and work-related health
problems); and

(b) The severity of incidents, where health and safety incidents still occur.

Changes in the working environment and in behaviour at work may also have impacts upon
worker wellbeing and worker rights. A documented risk assessment, and workers inputting
into this, is one way in which workers could perhaps achieve a sense of control over their
working lives and feel valued by their employer, which would feed into the workers’ wellbeing.
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On the other hand, it could have negative effects, if the regulation were regarded as
unjustifiable in the circumstances.

Monetised costs and benefits

3.26

3.27

One of the issues that has been considered in the project is the extent to which the benefits
and drawbacks can or cannot be expressed in monetary terms. Typically, it is easier to
guantify costs than to quantify health and safety benefits (although methodologies do exist for
monetising such benefits). Nonetheless, our starting point is that ideally one would attempt to
qguantify all of the major impacts of the policy, even if ranges are used to capture the
uncertainty in these quantitative estimates. Hence, in this report we have attempted to
produce estimates of both the costs and benefits of increasing compliance with the
documentation obligation to 100 per cent and of exempting micro-enterprises in low risk
sectors.

Key impacts that have been estimated in monetary terms are:

(a) Administrative burdens: Documentation of a risk assessment involves an administrative
cost associated with producing the written record.

(b) Cost of risk assessments: increasing compliance with the documentation obligation to
100 per cent or exempting micro-enterprises in low risk sectors may alter the proportion of
micro-enterprises that comply with the underlying obligation to carry out a risk assessment.
This will have an impact on the total costs incurred across the economy carrying out risk
assessments.

(c) Costs of implementing changes: Where the documentation obligation (as opposed to
the obligation to carry out a risk assessment itself) leads to changes in the physical
environment and in the behaviour of management and workers, it may generate wider
costs for firms (e.g. cost of new equipment, cost of training).

(d) value of change in health and safety outcomes: Where the documentation obligation is
successful in reducing the number and severity of health and safety incidents, then the key
benefit of the current policy is the improvement in health and safety. The benefits may take
three forms:

— Benefits to complying firms. For example, fewer or less severe health and safety
incidents at work may reduce absenteeism due to sick leave.’

— Benefits to workers. Workers will enjoy a higher quality of life if they suffer from fewer
accidents and health problems.

7

In addition to the potential benefits to firms from improved health and safety outcomes, there may be other benefits to complying firms as

well. For example, firms with a good documented risk assessment may be better able to prove legally that they have fulfilled their health
and safety obligations if an accident were to occur due to employee negligence.
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(€)

(f)

— Benefits to governments. For example, the government may benefit from lower health
spending, lower welfare payments and less incidence of early retirement.

An alternative way to classify health and safety impacts is in terms of:

— Lost production due to working days lost as a result of accidents at work and work-
related health problems. The costs of lost production may be shared in different
proportions between firms, workers and governments in different Member States.

— Harm and suffering experienced by the individual affected by the health or safety
problem.

We have used this second classification in our modelling of health and safety impacts.

Costs and benefits to enforcement bodies: These are the inspection and enforcement
costs for enforcement bodies associated with ensuring that firms comply. Our research
found that enforcement bodies currently spent little resource inspecting micro-enterprises
in low risk sectors, and hence the key impact that we have monetised is the estimated cost
to enforcement bodies of carrying out inspections to increase compliance with the
documentation obligation among micro-enterprises to 100 per cent.

Market impacts

3.28 When comparing the benefits of the documentation obligation against its costs we have also
considered potential market impacts.

3.29

3.30

For instance, we have considered the possibility whether there would be any impacts in the
product markets into which micro-enterprises sell their output. Two alternative hypotheses
could be put forward:

(@)

(b)

The documentation obligation might mean that compliant firms end up with a higher cost
base than non-compliant firms due to the costs of documentation. Where these firms are
competing in the same market and compliance costs are material, the non-compliant firms
could in theory end up gaining market share from the compliant firms as a result.

On the other hand, if the documentation obligation reduces health and safety incidents for
compliant firms, this may give compliant firms a competitive advantage over non-compliant
firms by increasing productivity, reducing absenteeism etc. In this case, market impacts
will potentially reinforce the benefits of the policy since compliant firms may gain market
share at the expense of non-compliant firms.

It is also in theory possible that there might be labour market impacts in respect of the
following:

(@)

Exempt firms may be perceived as less good employers and this may affect their ability to
attract workers.
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3.31

(b) If the obligation to document a risk assessment only applies if a micro-enterprise involved
in low risk activities employs workers from vulnerable groups, then there is the possibility
that it might lead to discrimination in employment (i.e. employers might attempt to avoid
having to document a risk assessment by not employing workers with certain
characteristics).

Whether such market impacts would occur in practice is discussed in Chapter 10.
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4.1

4.2

4.3

4.4

SCENARIOS FOR THE DEFINITION OF LOW RISK

For the analysis in this study to have traction, we need to proceed with a clear view on what
firms are within the ‘low risk’ world.

The recommendation of the HLG that motivates the current study stated the following:®

The Member States are best placed to make judgements about which types of firms and what
levels of risk should be allowed to be exempt, and the way in which they should be exempted,
since they understand the framework of national practices and how the documentation of a risk
assessment is used by the national authorities.

While the HLG may be justified in this view that Member States are best placed to make
judgments about which firms are operating in sufficiently low risk settings as to be exempt, for
the purposes of completing the analysis involved with this study we need to understand how
low risk might be defined.

This chapter reviews previous attempts to define low risk, analyses possible approaches to
developing a definition of low risk, and presents some statistical results on which sectors
appear to have the lowest risk.

Previous Attempts to Define Low Risk

4.5

The Commission provided us with the results of a questionnaire which it sent to all Member
State regulatory authorities on the implementation of Directive 89/391/EEC. Below we briefly
summarise responses which specially make reference to distinguishing between low or high
risk. We then summarise previous attempts to define low risk in the wider literature.

Responses to the Commission questionnaire on the implementation of Directive 89/391/EEC

4.6 While all 27 Member States replied to the Commission’s questionnaire, not all of these
responses contained points relevant to the definition of low risk. We discuss those that did
below.

Hungary

4.7 Hungarian occupational health and safety legislation does not define “low-risk”, but does define

different occupational health classes. The definition of each class is based on whether the job
is manual or non-manual by sector. The lowest risk class (Occupational health class D),
includes workers performing research, cultural, educational and other administrative activities,
as well as workers who work in non-manual jobs in other sectors.

HLG (2009) “Opinion on Administrative burden reduction; priority area Working environment / Employment relations”, point 57
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Ireland

4.8

The Irish response notes that there are references made in Irish legislation to areas of work
where risk may be greater, for example work at height and the control of physical agents such
as noise and vibration. The response states that targeted inspection programmes focus on
manual handling, workplace vehicle transport, bullying, occupational hygiene and transport
and storage of dangerous substances.

Lithuania

49

In the Lithuanian response it is highlighted that the definition of “high risk activities” may be
equivalent to such definitions as “work with dangerous equipment” and “works carried out in
dangerous facilities”, which are defined in Lithuania’s regulatory acts. According to the
response, in Lithuanian legislation dangerous work means work which entails higher
occupational risks which increase the probability of an injury or other harm to the health of the
worker due to exposure to a hazardous and/or dangerous factor (factors) in the working
environment. Similarly, dangerous facility means the whole area under the control of an
operator, including the common and related infrastructure which is located or the activities
which are carried out within the territory, where one or more pieces of equipment contain
dangerous substances.

Luxembourg

4.10

Latvia

411

Malta

412

4.13

Although it does not include a definition of low risk, the labour legislation in Luxembourg does
include notions of risk based on exposure to certain, very broadly defined factors, applying to
workers and third parties, and also the conditions under which the worker is working (e.g. at
night).

Latvian regulation includes a list of types of commercial activity for which the employer must
bring in a competent institution to undertake a risk assessment, and this sets out the types of
commercial activity which are deemed hazardous from an occupational health and safety point
of view. The list includes construction, agriculture, logging, the manufacture of various
products, hospital activities, transport, etc. The definitions of these types of activity are in line
with the NACE classification of economic activities.

The reply from Malta highlights that Maltese legislation distinguishes between places of work
based on the possible prevalence of higher risk. For example, regulations dealing with
physical agents or work in quarries require that a written copy of the risk assessment be kept.

Other regulations give examples of what can be construed as low or high risk activities based
on the anticipated level of prevailing risks. The Work Place (First Aid) Regulations (LN11/02)
are one such example as they distinguish between work places with relatively low hazards,
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including offices, shops, and banks, and work places with a greater degree of hazard, including
factories, ship repair and ship building yards, and docks.

4.14 Itis noted in the questionnaire response that it is now accepted that the distinction described
above can cause problems, and this approach towards the legal quantification of risk has been
dropped in favour of one based on the evaluation and quantification of the actual risk present
at any place of work.

Poland

4.15 Polish legislation contains a definition of ‘high-risk activities’, which the relevant authorities in
Poland take to refer to building, demolition, renovation and installation work carried out without
entirely or partly stopping the establishment’s activities, work carried out inside tanks, in
sewers, inside technical equipment and in other dangerous enclosed spaces, work involving
the use of hazardous materials and work carried out at height; also other high-risk work or
work carried out in difficult conditions recognised by the employer as particularly hazardous.

The UK

4.16 The UK does not have a definition of low risk. In response to the questionnaire, it is stated that

weight is given to likelihood and consequence when assessing the level of risk. The extent of
the risk is determined by the likelihood of harm occurring, the potential severity of that harm
and the number of people who might be exposed. Low risk activities are taken to be those that
have a low likelihood and minor consequences, such as those that may be conducted in a
small office, shop or community hall. Examples of high risk activities include those carried out
in waste handling businesses, construction and agriculture where the likelihood of an accident
occurring is higher and the consequences arising may be more serious.

Wider Literature

4.17

4.18

The Social and Economic Council (SER) in the Netherlands produced advice for the Deputy
Minister for Social Affairs and Employment on a number of proposed amendments to Dutch
Working Conditions Act (1998).9 The following quote is of interest here:

The SER does not consider practicable the suggestion of creating a distinction between low
and other (i.e. high) risks. SER holds that the classification of risks according to degrees of
seriousness would mean that the potential effects associated with these risks would also have
to be ranked. Creating such a classification would therefore be an enormous task. The
absence of clear boundaries between the different categories would lead to the classification
being extremely arbitrary.

The UK Health and Safety Executive (HSE) document entitled “Reducing Risks, Protecting
People” reports on its approach to the control of risk.10 The HSE characterises the risk

9

The Social and Economic Council (SER) (2005), “Advisory Report: Evaluation of the Working Conditions Act 1998".
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4.19

4.20

4.21

4.22

4.23

guantitatively and qualitatively, assessing risks by identifying the hazards associated with the
risk issue, and then assessing the likelihood that harm will actually be experienced by a
specified population and what the consequences would be.

The HSE believes that an individual risk of death of one in a milion per annum for both
workers and the public corresponds to a very low level of risk and should be used as a
guideline for the boundary between the broadly acceptable and tolerable regions. This can be
compared to a “background level” of risk of death of one in a hundred per year, averaged over
a lifetime.

Lord Young of Graffnam in 2010 produced a report to the Prime Minister following a
Whitehall-wide review of the operation of health and safety laws and the growth of the
compensation culture.11 The report states that:

Low hazard workplaces are places where the risk of injury or death is minimal. These include
shops, offices and classrooms. The latest figures show that only around 3% of all workplace
injuries in Great Britain involve offices and that no office workers died as a result of accidents at
work in 2009.The main risks encountered in a low hazard workplace include repetitive strain
injury, injuries from lifting and moving things and minor slips and trips.

The report makes reference to simplification of procedures for “low hazard” workplaces. In this
report, he gives examples of low hazard workplaces as offices (including the office areas of
industrial companies), classrooms, shops, pubs, cinemas and residential care homes. He
recommends exempting employers from risk assessments for workers working from home in a
low hazard environment. He also recommends exempting self-employed people from risk
assessments unless they are in manufacturing, construction or industrial activity or are using
hazardous chemicals or otherwise posing a potentially serious risk to others through their work
activity.

The UK All-Party Parliamentary Group on Occupational Safety and Health criticised Lord
Young'’s conclusion that offices, schools and shops were low risk on the basis that this was not
borne out in HSE figures and the definition of low risk seemed only to take account of fatality
rates, whilst these sectors shows particular vulnerability to musculoskeletal disorders.12 The
Group stated that it would be concerned if there were any attempt to reduce the level of
intervention and support for these sectors.

Bristow (2011)13 draws upon the work of the UK HSE and Lord Young’s report in exploring
some of the issues related to defining ‘low risk’ activities. He thinks comparing risks from work
with risks that people are prepared to run in their domestic lives is useful, though this should be
caveated by noting that risks at work are taken principally for the benefit of the employer, not

10
11
12

The Health and Safety Executive (HSE) (2001) “Reducing risks, protecting people”.
Lord Young of Graffham (2010) “Common Sense, Common Safety”.
All-Party Parliamentary Group on Occupational Safety and Health, “Health and safety and the Health and Safety Executive, What the

spending cuts will mean”.
¥ Bristow, S (2011) “Towards a Working Definition of ‘Low Risk’ ", HSE.
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4.24

for the worker’s benefit, and that it is not generally regarded as acceptable for people to be
paid ‘danger money’. Following this thinking, Bristow concludes that perhaps “a low risk
business or workplace is one in which the hazards are more or less the same as you would
find in the home” (e.g. offices, shops, classrooms), though it would be important to separate
workplaces where the hazards are kept at a low level due to regulatory and/or worker
pressure, without which the workplace could revert to a higher level of risk.

Bristow suggests that a definition of ‘low risk’ could also be sought by determining the
likelihood of workplace injuries for all occupations and then determining which industry sectors
(by industry classification, size, etc.) have a preponderance of these occupations, while
bearing in mind that aggregate risk may not be ‘low’ because of the numbers of people
individually affected.

Approaches to Defining Low Risk

4.25

This section analysis the various approaches that could be taken to defining low risk. It does
so by working through the following steps:

(@) Requirements of the definition;

(b) Approaches to assessing low risk;
(c) Scope of the definition;

(d) Categorisation of firms;

(e) Focus of the definition;

(f) Threshold of the definition.

Requirements of the definition

4.26

4.27

4.28

It would be possible to determine whether a firm is low risk by conducting a risk assessment at
the individual workplace. Clearly, this is the most robust way to determine whether or not a
workplace is low risk, since it would take into account the specific characteristics of each
workplace. However, it is unlikely to be suitable for policy purposes, since there may be an
element of judgment involved in assessing some risks and hence there would be a lack of
clarity in the regulation about whether or not a specific firm is required to document its risk
assessment.

For policy purposes, therefore, a simple rule needs to be applied which defines whether a
workplace should be deemed low risk and therefore exempt from the documentation
obligation. This would give greater regulatory clarity, although it will not take all characteristics
of each specific workplace into account.

For the definition to be satisfactory for these purposes, it should:
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4.29

4.30

4.31

(&) Appropriately distinguish between low and high risk workplaces. As we have discussed,
low risk testing can be applied to particular workplaces to determine whether these
workplaces are low risk or not. However, it seems infeasible to imagine that such testing
could be applied to every workplace in advance of extending an exemption from the
obligation to document a risk assessment. Thus, this criterion seeks to arrive at a
distinction between low and high risk workplaces that is practical for policy purposes in the
sense that it does not require testing to be applied to every workplace but which is as
consistent as possible with the distinction between low and high risk workplaces that such
testing would result in if it were to be universally applied.

(b) Provide regulatory clarity. The definition must be able to provide regulatory clarity, either at
an EU or Member State level, through drawing an unambiguous distinction between low
risk and other risk such that the category that a firm falls into is clear. Part of the purpose
of this requirement is to allow low cost interpretation. Understanding the definition should
not be costly for firms: they should not, for example, need to seek expert help in order to
apply the definition and discover what obligations apply to their firm.

While we take these to be the requirements of a satisfactory definition of low risk, it should be
recognised that any process which seeks to categorise based on the validity or not of a
statement will typically lead to certain kinds of error. In statistics these errors are referred to as
Type | and Type Il errors (error of exclusion/error of inclusion). For the case in which there are
just two types of risk, low and high:

(@ A Type | error (error of exclusion) would occur when we test for low risk and a firm is
incorrectly rejected. In this case it would mean a firm that is in reality low risk is incorrectly
defined as high risk.

(b) A Type Il error (error of inclusion) would occur we test for low risk and a firm is incorrectly
accepted. In this case, it would mean that a firm is labelled low risk when it is in fact high
risk.

There is a trade-off to be made between the two types of errors, in the sense that it is possible
to minimise the occurrence of one of the error types at the expense of a larger occurrence of
the other type.

A possible approach to adopt in cases where the downside risk is significantly larger than
upside gains is to follow the precautionary principle. Here, this may mean minimising Type Il
errors at the expense of Type | errors, such that cases in which high risk firms are incorrectly
labelled low risk are minimised, even though under this definition some low risk firms are
excluded.

Scope of the definition

4.32

The definition for low risk will seek to encompass risks from accidents at work, occupational
diseases and work-related health problems.
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4.33

Directive 89/391/EEC is on measures “to encourage improvements in the safety and health of
workers at work”. The focus of the Directive, therefore, is on workers and as such the
definition of low risk sought should unambiguously apply to workers. There is a question as to
the extent to which it should also cover the health and safety of “other persons” who may be
affected, be it customers or members of the public.

Categorisation of firms

4.34 There are several possible approaches by which to categorise firms. We consider the
following approaches below:
(a) by sector;
(b) by occupation;
(c) by organisational model;
(d) by work environment;
(e) by activity;
(H by work environment and activity;
(9) by full risk assessment;
(h) by exposure to hazards.

By sector

4.35 A widely used approach to categorising firms is by sector. The Commission questionnaire
cites traditionally high risk sectors as, for example, construction, agriculture, transport, fishing,
health care and social services.

436 Sectors are codified at the European level through applying NACE codes (in French
‘Nomenclature générale des activités économiques dans les Communautés Européennes’).
The current NACE codes (Revision 2) follow from the Regulation (EC) No 1893/2006 of the
European Parliament and of the Council, which established the statistical classification of
economic activities.

4.37 Categorising firms by sector would involve a choice as to the level of disaggregation; for
example, at the lowest level there are a very significant number of sectors within the European
Union, as exemplified by the large number or NACE codes in use, whilst it is possible to
reduce this complexity through using higher level NACE codes which could mask
distinguishing characteristics between certain sectors, though this could be presumed to
generally not to be a significant issue.

4.38 A drawback from categorising firms into low risk and other risk by sector is that within each

sector workers may be undertaking very different types of tasks and facing different risks. For
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example, in the construction sector, builders would face different risks to the construction
support staff who worked in an off-site office. Therefore, categorising by sector could lead to
some firms being placed in the incorrect risk category when the real risks they face are
considered.

By occupation

4.39

4.40

441

Another approach is to define low risk by occupation categories based on the International
Standard Classification of Occupations (ISCO) codes for which the International Labour
Organisation (ILO) is responsible, which organises jobs into defined groups according to the
tasks and duties undertaken in the job. According to the UK HSE, occupation is a strong
determinant of OSH risks.

A problem with basing the low risk definition of firms on this categorisation is that within one
firm there is likely to be different types of occupation. Where this is the case, firms could be
categorised by the highest risk occupation present.

In practice, it is possible that categorisations by occupation or sector may produce similar
results. This would only be the case if sectors are composed of a single or a limited number of
occupations.

Organisational model

4.42

4.43

A report by Eurofound (2009) categorised firms by type of work. Although this study focused
on salaried workers in firms employing 10 or more people, the approach to classifying firms is
potentially still of interest here.14 The report categorised work organisations into four
categories namely, ‘discretionary learning’, ‘lean production’, ‘Taylorist’ and ‘traditional’ or
‘simple structure’, and assessed the physical risk factors present in each organisation class.

The report defines these forms of work organisation as follows:

(a) Discretionary learning forms: This is said to be characterised by a high incidence of
autonomy in work, learning and problem solving, task complexity, self-assessment of work,
and, to a lesser extent, autonomous teamwork. 38 per cent of EU workers are said to be
in this category.

(b) Lean production forms: This is said to be characterised by a high incidence of teamwork,
autonomous or otherwise, and job rotation, particularly multi-skilling. 26 per cent of EU
workers are said to be in this category.

(c) Taylorist forms: This is said to be characterised by a high incidence of mechanistic
bureaucratic forms of work organisation. 20 per cent of EU workers are said to be in this
category.

14

Eurofound (2009) “Working conditions in the European Union: Work organisation”.

WWW.europe-economics.com 24



Eroare! Stil nedefinit.

(d) Traditional or simple structure forms: This is said to be characterised by largely informal
and non-codified methods of work organisation. 16 per cent of EU workers are said to be
in this category.

4.44  The report notes that health or safety is thought to be at risk because of work by more than
one worker in three in the Taylorist forms (37 per cent) and in the lean production forms (36 per
cent), while far fewer workers — about one in five — share this view in the discretionary learning
forms (18 per cent) and in the traditional or simple structure forms (21 per cent).

445 This approach is interesting in that through categorising firms by work type there is a
commonality in the risk factors workers are exposed to. However, this approach does not lend
itself well to being used for policy purposes because there is considerable fuzziness around
the edges of these definitions which makes it difficult to know which category applies to which
firm.

By work environment

446 As can be seen from the responses to the Commission’s questionnaire and the wider
literature, risk has often been considered on the basis of the type of work environment, for
example office, house or construction site. Implicit in this approach is the assumption that
activities of similar risk take place in any given type of work environment. This may not be the
case and so this approach may mask differences in risks faced across workplaces within each
type of work environment.

By activity

447 As mentioned above, categorising by work environment makes assumptions as to the
activities which take place within each work environment. These assumptions may not be
entirely accurate, however. An approach which removes the need for this assumption is to
categorise firms by the activities which their workers undertake.

4.48 Categorisation could be on the basis of whether the work is manual or non-manual (it was
found in the LFS ad hoc module 2007 that there were fewer accidents reported in Europe in
the past 12 months for non-manual work15) and a description of the main activity, e.g.
handling hazardous substances or equipment, desk-based work, etc. With an eye to the
precautionary principle, it would be appropriate to categorise the firm according to the highest
risk level activity which takes place in the firm.

By work environment and activity

4.49 Some work environments become risky because of the activities which take place in them;
similarly, some activities are more risky due to the work environment in which they are

*  Eurostat (2010), “Health and safety at work in Europe (1999-2007), a statistical portrait”.
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conducted. In this approach, both the work environment and the activity are taken into
account.

By full risk assessment

4.50

Full risk assessments might be carried out on each firm to categorise them into low and high
risk. However, as has been noted, it seems infeasible to imagine that such testing could be
applied to every workplace in advance of extending an exemption from the obligation to
document a risk assessment.

By exposure to hazards

451

Workplaces might be categorised by the prevalence within them of things which may give rise
to health and safety problems. For example, Lithuania’s regulatory acts refer to “work with
dangerous equipment” and “works carried out in dangerous facilities”. The hazards identified
here are contextual factors such “dangerous facilities”, which might be correlated with an
increased incidence of accidents and work-related health problems.

Assessment against requirements of definition

452  Our assessments of the different approaches towards this dimension of a definition of low risk
against our established requirements for this definition are shown in Table 4.1.
Table 4.1: Categorisation of Firms: Assessment against Requirements
Requirement 1: Requirement 2:
Appropriately Provides regulatory clarity
distinguishes between low
and high risk workplaces
By sector Medium High
By occupation Medium High
By organisational model Low Low
By work environment Medium Medium
By activity Medium Medium
By work environment and activity High Low
By exposure to hazards High Medium
Based on full risk assessment Very high Low
453 Inrespect of our assessment against requirement 1 we make the following observations:

(a) By sector: A drawback from categorising firms into low risk and other risk by sector is that
within each sector workers may be undertaking very different types of tasks and facing
different risks. However, some risks are likely to be common across a sector.

(b) By occupation: A problem with basing the low risk definition on this categorisation is that
within one firm there is likely to be different types of occupation. Equally, occupations are
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4.54

defined by a range of activities and typically work environments, with risks common to
these activities and environments.

(c) By organisational model: This approach does not lend itself well to being used for policy
purposes because there is considerable fuzziness around the edges of these definitions
which makes it difficult to know which category applies to which firm.

(d) By work environment: Implicit in this approach is the assumption that activities of similar
risk take place in any given type of work environment. This may not be the case and so
this approach may mask differences in risks faced across workplaces within each type of
work environment.

(e) By activity: The risk involved with some activities may depend upon the environment in
which they are performed, so to look at activities in isolation from the environments in
which they are performed may provide an incomplete account of the risks involved.

(H By work environment and activity: Some work environments become risky because of the
activities which take place in them; similarly, some activities are more risky due to the work
environment in which they are conducted. This combined approach overcomes these
limitations.

(g) Based on full risk assessment: By definition, having a full risk assessment undertaken on
each firm, would accurately distinguish between low and high risk firms.

In respect of our assessment against requirement 2 we make the following observations:

(a) By sector: Many firms operate across a plurality of sectors, so there may be uncertainty
involved with a sector based approach. Nonetheless, firms can be grouped by NACE
code and so categorised into sectors.

(b) By occupation: While occupation types may be becoming more heterogeneous, most
firms are clear about the occupations within them and could attach these occupations to a
recognised categorisation of occupation (e.g. ISCO codes). This means that legal certainty
should be provided by a definition based upon occupations.

(c) By organisational model: The fuzziness around the edges of the definitions involved here
fails to provide legal certainty.

(d) By work environment: Some firms operate across a plurality of working environments, so
there may be uncertainty involved with this approach.

(e) By activity: Many firms work across a range of activities and the categorisation of work
activities is not as well-established as that in respect of occupations or sectors.

(H By work environment and activity: The difficulties associated with basing a definition on
work environment and activity are not resolved by use of a composite indicator.
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12

(g) Based on full risk assessment: This approach would lack legal certainty, as firms could
claim that they do not have a documented risk assessment because they have
undertaken a risk assessment classifying them as low risk. However, this claim could be
based on convenience, rather than an actual assessment.

The three approaches to categorisation which perform best against our criteria are sector,
occupation and exposure to hazards. These three approaches each score “high” against one
of the criteria and “medium” against the other.

Focus of the definition

4.55

4.56

An assessment as to whether the risks are low or not could be derived by focusing on any of
the following measures:

(a) Likelihood: The likelihood of an accident/work-related health problem occurring;
(b) Outcome: Severity of the accident/work-related health problem;

(c) Likelihood and outcome: The likelihood and severity of an accident/work-related health
problem

(d) Hazard exposure: Exposure to risk factors at work.

The measure chosen would then be used to work out which firms would be included in the low
risk definition.

Likelihood: The likelihood of an accident/work-related health problem occurring

4.57

4.58

This could be applied by looking at the average number of accidents and work-related health
problems in each workplace. Given that more accidents and work-related health problems
might be expected in total in larger firms simply due to scale, it may be appropriate to focus on
averages per worker.

A drawback to this approach could be that all problems are treated equivalently, with no
account taken of the consequences or impact of the problem. This could potentially lead to a
distorted picture as to where high risk lies. It should be noted, however, that in a survey by the
European Agency for Safety and Health at Work a number of the Member States’ focal points
recognised that reporting of accidents at work is subject to a degree of under reporting and
that it is primarily accidents with less serious consequences that tend not to be reported.*®
Therefore, although in theory all problems would be treated equally, the data may only take
account of cases in which there were more serious consequences.

16

This is highlighted in DG EMPL (2011) “Socio-economic costs of accidents at work and work-related ill health”.
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4.59

Another drawback of looking only at the occurrence of accidents and work-related health
problems is that this excludes consideration of other factors which impact upon the likelihood
of an accident or work-related health problem in a certain work place. For example,
demographics are not balanced across work places, and it may be that differences in
demographics could explain some of the variation in the likelihood of health problems by work
place. (That said, one could argue that if certain workplaces have a higher incidence of health
and safety problems due to demographics, then they should be treated as higher risk
workplaces).

Outcome: Severity of the accident/work-related health problem

4.60

4.61

4.62

In this approach to the definition, the focus would be on the outcome as measured by the
severity of the accident or problem. It would be necessary to establish which kind of accident
or problem we are interested in reviewing. Two means by which this might be done are:

(&) The most severe kind of accident or problem in the workplace setting of interest
(b) The most common kind of accident or problem in the workplace setting of interest

There are of course a range of consequences to accidents and work-related health problems.
There are consequences not just for the worker, but also for family and friends, colleagues, the
company and society. The consequences could be non-tangible, such as pain or
psychological suffering, or more or less tangible, such as loss of salary for the worker, or
decrease in production for the company.

Severity could be considered in several different ways:

(&) By length of absence from work. Severity is measured by EU-OSHA as the length of
absence from work. A problem with this measure is that some health problems may not
lead to extended periods off work, even though the problem could last a significant length
of time so as to negatively impact the individual's quality of life.

(b) By the type of impairment and absence from work. In the DG EMPL (2011) study entitled
“Socio-economic costs of accidents at work and work-related ill health”, the severity of
accidents at work and work related ill health is defined based on Schiiler (2001). This
scheme has three categories (low, medium and high severity), based on the type of
impairment experienced and the number of days of absenteeism.

(c) By workers’ own views. Asking people which types of health problem they perceive as
being the most severe is one way in which to take account of the extent to which the
problem affects the person’s quality of life. The difficulty with this approach is that most
people will not have experienced the full range of health problems, so they are more likely
to pick the ones they have experienced as being most severe, leading to biased results.

(d) By the costs of an individual's accident or problem. The length of absence from work is
one type of cost which falls on the employer. There are also other costs of an accident or a
work-related health problem which fall on the employer, the individual and society. The
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severity of a problem may in fact depend upon the different perspectives of those affected.
For instance, the worker, the company and society may view severity in differing ways due
to the way in which the impacts are distributed. A comprehensive approach would
consider the costs for all of these parties, and so would take account of such factors as the
length of absence from work, the duration of the problem, the cost to public healthcare
systems and benefit payments.

Likelihood and outcome: The likelihood and severity of an accident/work-related health problem

4.63

4.64

4.65

Through jointly focusing on the likelihood and severity of an accident or a health problem, this
approach would allow the categorisation of firms by how likely it is that a certain degree of
harm will occur. This approach takes account of the degree of harm — which an approach
focused just on the number of problems does not do — and the number of people affected by
an accident/problem — which an approach focused just on severity does not do.

Severity could be measured by any of the ways described above. For example, severity could
be measured by the costs of the accident/problem. Taking into consideration the number of
people affected by accident/problem and the costs of the accident/problem could provide a
useful insight, since for certain conditions, the individual costs may not be high, but the
condition may be severe at the aggregate societal level in terms of the total value of lost
working days, the burden on the NHS and benefit payments.

The importance of taking both likelihood and severity into account is illustrated by data
showing that the occurrence of work-related health problems increased from 1999 to 2007 in
nine European countries, while the severity of the health problems, appeared to decline since
the figures on sick leave decreased in the same period.

Hazard exposure: Exposure to risk factors at work

4.66

4.67

4.68

4.69

Risk factors refer to factors at work that can adversely affect health or well-being, which can be
physical or psychological.

In order to identify risk factors, the most comprehensive method would be first to assess
accidents/problems in terms of their severity, using one of the approaches described above,
and then look at the causes.

It is possible that a risk factor could lead to some consequences which would be deemed
highly severe, as well as other consequences which would be deemed less severe, such that
ranking the risk factors may not be straight forward.

Once the risk factors are identified, firms could be categorised by whether the risk factor is
present or not, or by some scale of exposure.
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470 Risk factors can be placed into groups.

For example, risk factors may be ergonomic,

biological/chemical or relate to noise/temperature, as set out in the Eurofound (2007) report.17

4.71 Linking cause and effect is not necessarily straightforward. For example, in some cases there
may be a significant time period between exposure and disease, and there may also be other
factors that are hard to identify and/or control for that may also contribute to the effect.

472 However, under this kind of approach, low risk environments can be thought of as being
defined in the negative, i.e. by lack of exposure to those factors considered to be associated

with risks.

Assessment against requirements of definition

4.73 Our assessment of these different approaches against our established requirements is shown

in the table below (Table 4.2).

Table 4.2: Focus of Definition: Assessment against Requirements

Requirement 1:
Appropriately
distinguishes between low
and high risk workplaces

Requirement 2:
Provides regulatory clarity

Likelihood: The likelihood of an | Medium n/a
accident/work-related health problem

occurring

Outcome: Severity of the accident/work- | Medium n/a
related health problem

Likelihood and outcome: The likelihood | High n/a
and severity of an accident/work-related

health problem

Hazard exposure: Exposure to risk | High n/a

factors at work

4.74  Inrespect of our assessment against requirement 1 we make the following observations:

(@) Likelihood: The likelihood of an accident/work-related health problem occurring:

A

drawback to this approach could be that all problems are treated equivalently, with no
account taken of the consequences or impact of the problem.

(b) Outcome: Severity of the accident/work-related health problem: A drawback to this
approach is that it does not take account of the likelihood of problems.

7 Eurofound (2007), “Fourth Working Conditions Survey”.
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4.75

4.76

(c) Likelihood and outcome: The likelihood and severity of an accident/work-related health
problem. This combined approach overcomes the limitations of looking at likelihood and
outcome in isolation.

(d) Hazard exposure: Exposure to risk factors at work: Risk factors refer to factors at work
that can adversely affect health or well-being, with some factors tending towards low risk
environments and others towards high risk environments.

Requirement 2 is not applicable here as it seems highly unlikely that a legal proposal would
ever be presented in these terms, e.g. the exemption would not be presented in terms of firms
with less than a certain likelihood of health and safety incidents. It is more likely to be
presented in terms of a list of sectors or occupations (or whatever categorisation of firms is
chosen), with this list based on the policy-maker’s analysis of which sectors or occupations are
low risk using one of the approaches to defining low risk from Table 4.2.

The approaches to the focus of the definition which perform best against the relevant criterion
are a composite measure of likelihood and outcome, or hazard exposure. However, data
focusing only on likelihood or only on outcomes may be relevant if data on one of the preferred
measures are not available.

Threshold of the definition

4.77

4.78

4.79

4.80

Some cut-off or threshold needs to be applied to the definition to separate low-risk from ‘other’,
higher risk. The type of threshold will depend upon the approach.

Where likelihood is a part of the definition, comparisons of the likelihood of accidents or work-
related health problem compared to other situations may be useful. Decisions at the UK HSE
as to whether a work-related risk is sufficiently serious to take action are made by applying the
criterion of a risk of death of one in a million per year. HSE considers that risks below this
residual level are regarded as broadly acceptable. Bristow (2011)18 notes that the broadly
acceptable risk level is extremely small when compared to the background level of risk, or the
level of risk people are prepared to accept in the activities they undertake in their daily lives for
the benefits such activities bring.19

The background level of risk could be taken to be the level of risk that people are exposed to at
home. Bristow cautions on reading across the level of risk that is acceptable at home to the
level that should be accepted at work, since at work risks are taken principally for the benefit of
the employer, not for the individual.

Bristow also suggested that low risk workplaces could be those in which the likelihood to injury
was significantly lower than the average likelihood of injury. “Significantly lower” would in itself

8 Bristow, S (2011), “Towards a Working Definition of ‘Low Risk’ ", HSE.

19

The HSE have also developed the concept of risk being “as low as is reasonably possible” (ALARP). However, this level of risk varies by

workplace, therefore, does not provide a threshold that can be applied workplaces,
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4.81

need to be defined to take this forward. Choosing some percentile below which workplaces

would be classified as low risk, could be seen as arbitrary.

In practice, therefore, Bristow suggests two thresholds of the definition:

(@)
(b)

Relative to background level of risk

Relative to risks in other workplaces

Assessment against requirements of definition

4.82

Table 4.3 assesses the two different thresholds of the definition against the requirements of a

low risk definition.

Table 4.3: Threshold of the Definition: Assessment against Requirements

Requirement 1: Requirement 2:
Appropriately  distinguishes | Provides regulatory clarity
between low and high risk
workplaces

Background level of risk High n/a

Relative to other workplaces Medium n/a

4.83

4.84

In respect of our assessment against requirement 1 we make the following observations:

(@)

(b)

Background level of risk: A threshold based upon the background level of risk contains a
value-judgment, i.e. workplaces characterised by risks equivalent to the background level
of risk are low risk workplaces. Many would consider this a sound value-judgment and a
reasonable interpretation of low risk as we confront background risk in our daily lives and in
our homes without performing or documenting risk assessments.

Relative to other workplaces: Under this approach a judgment needs to be made as to
what level of risk is to be considered low risk, so as to make a threshold relative to other
workplaces meaningful in practice. This could be done, for example, by analysing health
and safety data across (say) sectors and defining the bottom x per cent of sectors as low
risk. Under this approach, the value of x would be set higher if the policy-maker is more
concerned about errors of inclusion (i.e. incorrectly treating low risk firms as high risk) and
set lower if the policy-maker is more concerned about errors of exclusion (i.e. incorrectly
treating high risk firms as low risk).

Requirement 2 is not applicable here as it seems highly unlikely that a legal proposal would
ever be presented in these terms of the threshold itself. It is more likely to be presented in
terms of a list of sectors or occupations (or whatever categorisation of firms is chosen), with
this list based on the policy-maker’s analysis of which sectors or occupations are low risk using
one of above approaches to setting a threshold.
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4.85

This assessment suggests that basing the threshold on the background level of risk would be
the ideal approach, but if this were not feasible to implement then a threshold based on risk
relative to other workplaces could be used instead.

Conclusion on possible definitions

4.86

4.87

Based on our assessments of the different approaches that might be taken to the various
dimensions of a definition of low risk, Table 4.4 below presents some potential definitions of
low risk.

The three definitions are based on the most promising approaches identified earlier for the
categorisation of firms. In the case of the third approach (exposure to hazards), the list of
hazards would be based directly on technical health and safety analysis. In the case of a
definition based on sectors or occupations, the policy-maker would need to do some analysis
to identify which sectors or occupations should be included in the list. Table 4.4 suggests doing
this by looking at measures such as the number of days lost per worker, the incidence of
fatalities and the incidence of permanent incapacity,”® which are measures that capture both
likelihood and outcome of health and safety problems. Since there is not likely to be data on
the number of days lost due to background risk factors, in practice implementation of this
approach would require use of a relative threshold, which could be set higher or lower
depending on the policy-maker’s attitude towards errors of inclusion or errors of exclusion.

Table 4.4: Regulatory definition and derivation of low risk scenarios

Title Definition of low risk in regulation Possible derivation of list by policy-
makers

Regulatory | All firms in the following sectors: Sectors in the bottom [X] per cent in terms of
definition 1: | [list of sectors] number of days lost per employee due to
Sectors accidents at work and work-related health

problems, excluding any sectors with a high
incidence of fatalities and permanent

incapacity
Regulatory | All firms only employing workers in the | Occupations that fall into the bottom [x] per
definition 2: | following occupations: cent in terms of number of days lost per
Occupations | [list of occupations] employee due to accidents at work and work-

related health problems, excluding any
sectors with a high incidence of fatalities and
permanent incapacity

Regulatory | All firms where workers are not exposed | List derived on basis of expert health and
definition 3: | to any of the following hazards: safety analysis

Hazards [list of hazards]

20

It might be necessary to adjust such data to take account of fatalities, if these were not already included.
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Statistical Analysis

Regulatory definition 1: Sectors

Method and data limitations

488 We have undertaken statistical analysis with the aim of selecting sectors which are low risk.

4.89

4.90

4.91

This involved analysing data across three categories of severity: the incidence of fatalities,
permanent incapacity, and working days lost. The data on permanent incapacity and working
days lost related to both accidents at work and work-related health problems, whereas data on
fatalities were only available in relation to accidents at work.

The data were standardised by employment to take account of differing employment levels
across sectors, and different thresholds for fatalities, permanent incapacity and working days
lost were applied to select “low risk sectors” for three scenarios. These three scenarios are
Low Risk Scenario 1 (which is the strictest definition of low-risk with the lowest threshold of
fatalities, permanent incapacity and working days lost below which sectors are considered low
risk); Low Risk Scenario 2 (a medium scenario with higher thresholds); and Low Risk Scenario
3 (the least strict definition of low risk with the highest threshold of fatalities, permanent
incapacity and working days lost below which sectors are considered low risk). As the most
conservative scenario, Low Risk Scenario 1 will have the least number of sectors; likewise
Low Risk Scenario 3 will have the most sectors.*

The following data from Eurostat have been used:
(a) Days lost from accidents at work by economic activity;
(b) Number of accidents leading to fatality or permanent incapacity;

(c) Standardised prevalence rate of work-related health problems by economic activity at EU
level;

(d) Number of work-related health problems by severity at EU level;
(e) Number of persons employed by NACE code;
(H Number of enterprises by NACE code.

The data used in the analysis for accidents at work per 100,000 employees are presented in
the figures below (Figure 4.1 to Figure 4.3) for fatalities, permanent incapacity and working
days lost, for the 20 sectors with the lowest incidence (number of fatalities/permanent
incapacities/working days lost per 100,000 employees).?? It can be seen that the sectors with

21
22

The values of the thresholds are described later in this section.
Only 20 sectors were chosen for the charts to be concise, and this bears no relation to the threshold used to determine whether or not a

sector is classified in one of the Low Risk scenarios or not. Full charts with all sectors can be found in the Appendix.
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the lowest incidence varies across these three categories of severity; for instance, a sector
may have a high incidence of working days lost from accidents, but a relatively low incidence
of fatalities.

Figure 4.1: Twenty best-performing sectors in terms of number of fatalities from accidents at
work per 100,000 employees at NACE 2 level

Fatalities due to accidents at work per 100,000
0 0.5 1 15 2 2.5 3 3.5

086 - Human health activities
156 - Food and beverage service activities
Q88 - Sodal work activities without accommodation
Q87 - Residential care activities
G45 - Wholesale and retail trade and repair of motor vehicles and...
GA7 - Retail trade, except of motor vehicles and motorcycles

G46 - Wholesale trade, except of motor vehicles and motorcycles

155 - Accommodation

C26 - Manufacture of computer, electronic and optical products
C32 - Other manufacturing

C29 - Manufacture of motor vehicles, trailers and semi-trailers
C28 - Manufacture of machinery and equipment n.e.c.

P85 - Education

C17 - Manufacture of paper and paper products

C21 - Manufacture of basic pharmaceutical products and...
C27 - Manufacture of electrical equipment

C18 - Printing and reproduction of recorded media

C10 - Manufacture of food products

C20 - Manufacture of chemicals and chemical products

M70 - Activities of head offices; management consultancy activities

Source: Europe Economics analysis of Eurostat data (2008) Number of accidents leading to fatality or permanent incapacity [hsw_n2_02].
Excludes the UK, Finland, Denmark due to unavailable data by sector
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Figure 4.2: Twenty best-performing sectors in terms of number of accidents at work resulting
in permanent incapacity per 100,000 employees at NACE 2 level

J62 - Computer programming, consultancy and related activities
M69 - Legal and accounting activities
158 - Publishing activities
M72 - Scientific research and development
N79 - Travel agency, tour operator reservation service and related...
K66 - Activities auxiliary to financial services and insurance activities
M75 - Veterinary activities
R92 - Gambling and betting activities
C14 - Manufacture of wearing apparel
A - Agriculture, forestry and fishing
M74 - Other professional, scientific and technical activities
M71 - Architectural and engineering activities; technical testing and...
163 - Information service activities
161 - Telecommunications
R90 - Creative, arts and entertainment activities
159 - Motion picture, video and television programme production,...
K64 - Financial service activities, except insurance and pension...
C26 - Manufacture of computer, electronic and aptical products
P85 - Education

C19 - Manufacture of coke and refined petroleum products

0 5 10 15 20 25

Accidents at work resulting in permanent incapacity, per 100,000 workers

Source: Europe Economics analysis of Eurostat data (2008) Number of accidents leading to fatality or permanent incapacity [hsw_n2_02].

Excludes the UK, Finland, Denmark due to unavailable data by sector
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Figure 4.3: Twenty best-performing sectors in terms of number of working days lost due to

accidents per 100,000 employees at NACE 2 level (exc. fatalities and permanent incapacity)

M639 - Legal and accounting activities

J62 - Computer programming, consultancy and related activities

K64 - Financial service activities, except insurance and pension...

P85 - Education

C14 - Manufacture of wearing apparel
M72 - Scientific research and development
J61 - Telecommunications

M74 - Other professional, scientific and technical activities

N79 - Travel agency, tour operator reservation service and related...

A - Agriculture, forestry and fishing

M71 - Architectural and engineering activities; technical testing and...

C26 - Manufacture of computer, electronic and optical products

084 - Public administration and defence; compulsory social security

C21 - Manufacture of basic pharmaceutical products and...

5,000

'y

Total days lost due to accidents at work per 100,000
10,000 15,000 20,000 25,000

30,000

35,000

G47 - Retail trade, except of motor vehicles and motorcycles

R91 - Libraries, archives, museums and other cultural activities

Q86 - Human health activities
D35 - Electricity, gas, steam and air conditioning supply

594 - Activities of membership organisations

L68 - Real estate activities

Source: Europe Economics analysis of Eurostat data (2008) Days lost from accidents at work by economic activity [hsw_n2_04]; Excludes the
UK, Finland, Denmark due to unavailable data by sector

Using data on days lost allows us to take account of both the likelihood and the outcome of
accidents and other work-related health problems. Data could either have been analysed at
NACE 1 or NACE 2 level, and we chose to use the NACE 2 level since this presents sector

The employment data was inferred by using two datasets: the number of hon-fatal accidents at
work by economic activity; and the incidence of accidents at work by economic activity. The
employment data was used to standardise the outcomes data for the number of people

There are several limitations to the available data, discussed below, which serve as caveats to

4.92
data at a more disaggregated level.
4.93
employed in each sector.
4.94
the results that follow.
4.95

The datasets on the number of days lost due to accidents and fatalities due to accidents is for
2008. These datasets have missing data points for some sectors in some Member States due
to the data points not being available to download from Eurostat. We imputed values for the
gaps in the data in order to have a complete dataset, in the following ways. Where data were
only available at NACE 1 level, it was assumed that the same incidence applied to all sub-

WWW.europe-economics.com 38






