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viSk vegistevs:

the theory ...
® management attention

commensurate to risk;

® managerial controls
proportionate to risk
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'he Orange Book

identifying risks; assessing risks;
choosing risk appetite; addressing risks

Likelihooc

tolerate, treat, transfer, terminate
HMT 2004




“You cannot stop the birds of worry flying over head,

but you can prevent them building nests in your hair”

“the resilient and the robust resist shocks and stay the same” Taleb




S0 what do we wovvy dbout?

' agency failures:
strategic
litigation
operational
financial

regulatory risks:
technology 278 Y

service inspections
data quality & security
health & safety

compliance J other risks:
workforce
fraud & corruption
environmental
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“quality of life-chances” “quality of life”
£17 £32 £S5
2,000 6,000 everyone (286,000)
personal services: common good services:
for children and adults who targeted activities, facilities,
have complex needs, are amenities, and services in
vulnerable and/or at risk localities for everyone

our capability to redesign >150 services in three years!?
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had 4,000 risk
managers the month

before they received a
£46bn bailout and were
effectively nationalised

“the difficulty was seeing the risk to the system as a
whole rather than to any specific financial instrument
or loan. Risk calculations were most often confined to
slices of financial activity, using some of the best
mathematical minds in our country and abroad. But
they frequently lost sight of the bigger picture.”

BRITISH
ACADEMY

Her MajeSIy The Queen 10 Carlton House Terrace
Buckingham Palace London SW1Y 5AH
London Telephone: +44 (0)20 7969

5200
SWI1A 1AA Fax: +44(0)20 7969 5300

22 July 2009

MADAM,

When Your Majesty visited the London School of Economics last November, you quite rightly
asked: why had nobody noticed that the credit crunch was on its way? The British Academy
convened a forum on 17 June 2009 to debate your question, with contributions from a range of
experts from business, the City, its regulators, academia, and government. This letter
summarises the views of the participants and the factors that they cited in our discussion, and
we hope that it offers an answer to your question.



\mav\agev’\a\ evvors:
tyre’l and type 2

| failure of foresight:
doing something that subsequently
proves to be wrong

Z the benefit of hindsight:
not doing something that
would have been right



miscalculating probability: 1% of people have a condition, the test for which is 90% accurate.
You take the test and are told the test is positive. What is the chance you have the condition?

1,000

/\

|10 990

| /\89I

false false
negative positive

9 plus 99 = 108

so, for every |2 people
who are told they have the condition,
only | actually has it!



causation

complex compllcated

,"
|
\
A\
!
\
\
\
h
R
V‘]
" I
.
y
\\\\

mn
"
A
\
4 \
\
i \

l*EI

Problems ave open ended
solutions ave knowable
expert practlce Ly

solutions knoww only n vetvos’pect
and are wot vepeatable

experimental practlce >
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chaos

-~

A plus B causes Y

effect, only nstability i ave well known
) best practice

novel practice




W\a\nage\r‘(a\ veductionism

the world shall we
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the myth of mitigation?

“when risks are high, we tighten control, which (hopefully) lowers the chance of the risks being realised”



empowered
weasuvred
visk tak‘ms

® a3 time of private growth but continued public austerity

® biggest risk - failure to redesign public services at pace

® 2nd biggest risk - failure to stay ahead of the “cuts curve”
® people differ ... variable “locus of control”

risk junkies — cautious calculators — risk avoiders



the Public Leader’s vole




twitter: BarryQuirkl
web: www:barryquirkicom
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