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I N T R O D U C T I O N 

An Overview of 

According to Robert S. Kaplan, Emeritus 
Professor of Leadership Development at 
the Harvard Business School, “Managing 
risk is very different from managing 
strategy. Risk management focuses on the 
negative threats and failures rather than 
opportunities and successes.” Whereas in 
business and marketing strategy you’re 
looking at upsides such as new markets 
and opportunities; in risk management, 
you’re looking at downsides: threats and 
dangers to your business.

Making decisions with risks in mind

Put simply, understanding what can go wrong 
empowers you to maximise the chances that 
things will go right. However, it’s important 
to realise that managing risk is more than a 
compliance issue. Furthermore, some types 
of business risk are desirable, due to their 
potential benefits. At 360HR, we categorise 
HR risks into three distinct types. Risks in any 
of these categories can damage a company’s 
success, or even threaten a company’s 
survival.1

Category 1: Preventable Risks

Many preventable HR risks arise from poor 
HR skills, processes and practices. For 
example, poor quality induction processes, 
reference checks and work contracts can 
leave your business vulnerable to a wide 
range of risks. These preventable HR risks 
are inherently undesirable and range from 
poor hiring outcomes and conflicts of interest 
to actions by staff that are inappropriate, 
unethical, incorrect, unauthorised or illegal. 

Category 2: Strategic Risks

Doing business in new ways, or in new 
markets, necessarily involves a degree of 
risk. So not all strategic recruitment risks are 
undesirable. 

For example, when you embark on a new 
business strategy, you may need to recruit 
new staff to deliver a new potential upside 
for your business. However, there’s a risk your 
new business strategy may not bear fruit, and 
you may need to make some staff redundant. 
Instead of examining these recruitment risks 
using a compliance, rules-based model, you 
need to use a cost-benefit or business case 
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model. How much will it cost your business 
to recruit and induct staff, and then the 
potential cost of redundancies? How can you 
sidestep potential redundancies by offering 
different employment arrangements or by 
changing staff remuneration? What changes 
to your employment contracts do you need 
to incorporate?

Similarly, to improve your competitiveness, 
you may wish to experiment with different 
recruitment models, such as outsourcing and 
use of casuals or contractors. The potential 
upside of adopting a new recruitment model 
makes these risks desirable. However, to 
manage these strategic recruitment risks, you 
need to analyse the cost-benefits.  

Category 3: External Risks

Not all risks that SMEs face are within their 
control. External HR Risks stem from sources 
such as sudden changes to the labour market 
wrought by economic changes, political 
upheavals and natural disasters. SME business 
leaders can’t stop these external risk events 
occurring; instead, business leaders must 
direct resources to pinpointing and weighing 
external risks, especially as they’re often 
more understandable with hindsight.   

Subsequent 
chapters in this 

Knowledge Guide 
explore preventable 
HR risks that can arise 
within your business, 
and how to use HR 
best practices to 

eliminate them.

1  www.hbr.org/2012/06/managing-risks-a-new-framework
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