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The human conundrum
People risk encompasses many complex factors, requiring risk managers and  
human resources departments to work together and apply a holistic approach

With businesses keen to 
create any competitive advan-

tage they can, it pays to understand 
that the key differentiators in this 
process are people. ultimately, a 
company’s profitability depends on 
the performance of its staff. Yet, 
although an organisation’s strength 
lies in its people, they are also a 
source of risk, presenting a range of 
issues that can fundamentally affect a 
firm’s success. 

it is important that people risk is 
managed in a holistic way – it is not a 
risk that should be looked at in isola-
tion, nor is it the sole responsibility of 
human resources (hR) or the risk 
manager. importantly, people risk is 
not concerned only with retention; it 
overlaps with many other risks. Par-
ticularly in Asia, it encompasses the 
fierce fight for talent, the effect of 
large demographic shifts, the short-
age of skilled workers, and the effect 
of employee benefits and insurance. 

Although operational and busi-
ness risks topped most corporates’ 
risk lists until relatively recently, says 
Daniel tan kuan Wei, singapore-
based assistant vice-president in 
MediaCorp’s enterprise-wide risk- 
management office, people risks 
are “increasingly gaining promi-
nence and coming to the surface in a  
company’s risk radar”. 

he adds: “now, people risks are 
also given similar – if not more –
emphasis, alongside operational and 
business risks.” 

kuan Wei, who is also second 
vice-president of the Risk and insur-
ance Management Association of 
singapore (RiMAs), says there is no 
one-size-fits-all type of mitigation 
measure when it comes to people risk. 

“several complex elements – such  
as size (big v small company), cultures 
(Asian v Western), resources (deficit  
v surplus), and so on – come into 
play,” he explains. “so, companies 
should first study their internal envi-
ronment closely and build mitigating 
measures accordingly.”

A dual-lens view
As kuan Wei sees it, businesses can 
view people risk through two differ-
ent lenses. “With the first ‘people are 
the best asset’ lens, an array of  
people risks could materialise such as 
attrition of good-performing staff 
and workplace safety and health 
risks,” he explains. 

“on the other hand, using the 
second lens of ‘people are a vulner-
able asset’, a different set of people 
risks might pop up, such as internal 
sabotage, misappropriation of assets 
and fraud. 

“As such, risk managers need to 
be aware of such two-dimensional 
risk possibilities and work alongside 
their hR counterparts in identifying 
such people risks in their own busi-
ness context, formulating risk likeli-

hood and impact metrics and crafting 
appropriate mitigation plans.” 

kuan Wei points out that insider 
threat is a key people risk to which 
firms in Asia should pay close atten-
tion. “More often than not, most 
insider threat cases occur during 
employment where staff are so 
familiar with the processes or stand-
ard operating procedures that they 
might know how to exploit it to their 
advantage and inevitably cause sub-
stantial harm to a company – such as 
asset loss, financial loss or reputation 
damage,” he says. 

David Ralph, senior vice-presi-
dent of risk and facilities manage-
ment at hong kong-based company 
PCCW, adds that major risks are  
also associated with people moving 
to competitors. 

these involved departing staff 
“taking with them all the intellec-
tual property they have gained in 

your employ, including business 
practices, new products and designs, 
customer lists, and so on”.

Dennis Lee, a risk officer at a sin-
gaporean educational institution, 
believes one of the greatest challenges 
is hiring the right people in the first 
place. “if you make a bad hire, you will 
definitely cause critical loss to the busi-
ness, and if you make a good hire, the 
challenge is to retain them,” he says. 

“Retention isn’t just about provid-
ing the right training and paying the 
right salary – other areas play just an 
important role and that relate to a 
safe environment.” 

Whose job is it anyway?
Lee says there are two parts of people 
risks in a tertiary education environ-
ment: staff and students. “the risks are 
mainly around hiring the right people 
– and that doesn’t only relate to our 
staff, it is also important for us to 
attract good-quality students,” he says, 
adding that managing human capital 
risk is the responsibility of the  
hR department. 

For Roland teo, head of the risk 
management office at a singapore 
healthcare group, and member of 
the RiMAs and the Pan-Asia Risk and 
insurance Management Association 
(PARiMA) boards, it is the responsibil-
ity of business units and department 
heads to be “risk owners”. 

teo says: “hR supports and facili-
tates as domain experts, while risk 
management helps to look at the 
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‘If you make a bad hire, you will cause critical 
loss to the business, and if you make a good 
hire, the challenge is to retain them’
Dennis Lee, singaporean educational institution
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context so the solutions meets the 
enterprise’s objective,” he says. 

kuan Wei believes risk managers 
must work alongside their hR func-
tions to identify pressing people risks, 
as well as help with hR to ensure 
that the plans that are formed “are 
aligned towards mitigating those 
pressing people risks”. 

“the hR and risk management 
functions of any business should 
work hand-in-hand to manage people 
risk,” adds kuan Wei. “the hR func-
tion should ‘own’ people risk, while 
the risk managers should work along-
side as comrades-in-arms to provide 
value-adding advice and perspectives 
to help the hR function.” 

some examples of this might 
include setting up a dedicated risk 
committee to analyse people risks 
(with representation by the risk man-
agement function) and putting a 
people risk item on the agenda for a 
risk management steering committee 
or board meeting to ensure it gets the 
attention it deserves. 

human capital issues can strike at 
the heart of risk management itself. 
Chairman of PARiMA Franck baron 
says the region “deserves to have a 
strong community of risk managers”. 

he adds: “[however], when it comes 
to skills, experience, know-how and 
knowledge, much remains to be 
done to ensure that our workforce  
in Asia is up to speed.” 

Vice-president of group busi-
ness assurance at telekom Malaysia 
Mohamad bin Mohd Zain agrees 
there is a critical shortage of people 
who are able to manage new business 
risk. “As such, talent pinching will be 
a key risk,” he says. 

Employee engagement
staff retention, especially of risk 
managers with five to 10 years’ expe-
rience, will be a problem for many 
companies as other firms start estab-
lishing their own risk management 
units, adds bin Mohd Zain, who is 
also the chairman of the Malaysian 
Association of Risk and insurance 
Management. “Rather than building 
the expertise in-house, buying over 
staff from other companies will con-
tinue because of the limited supply of 
qualified eRM practitioners.” 

shuh Lin tan, interContinental 
hotels Group’s (ihG) head of risk 
management for Asia-Australasia, 
says remuneration issues include chal-
lenges such wage gaps and minimum 

wage pressures that increase the costs 
of running a business. 

“in addition, the lack of the right 
skillsets and competency of workers 
and draining of skills/brains to other 
countries, are additional risks,” she 
says. “At ihG, we have nine very dis-
tinct brands that represent our prom-
ise to our guests, and it is our people 
who deliver that promise and bring 
each brand to life. so it is important 
for us not only to attract the right 
talent, but to retain it by promises of 
better remuneration and recognition.”

Although remuneration is obvi-
ously a big factor in retaining talented 
people, another pressing issue is how 
well managers manage their staff. Are 
they creating career paths and oppor-
tunities? Are they delivering useful 
feedback? Are they providing staff 
with a sense of purpose? 

organisations that are good at 
engaging their employees through 
performance management and clear 
discussions about career paths and 
opportunities are on the right track; 
those that are not tend to see higher 
turnover ratios. 

employee retention is becoming  
an increasingly pressing issue for cor-
porates. employees no longer expect 

to remain with a company for their 
entire career; in fact, people often 
leave organisations by choice after a 
few years to join competitors or to take 
on another profession.

teo says that, apart from  
competitive remuneration, career 
progression, training and staff- 
welfare programmes, companies are 
limited in what they can do to retain 
staff. “this is an economic policy and 
structural issue that industry leaders, 
representatives of employees and 
employers and the government have 
to work on,” he says. 

teo points out that in special-
ised sectors such as healthcare, the 
demand for highly trained profes-
sionals like doctors, nurses and allied 
health workers is high, while supply 
is extremely scarce. 

“even after they are on board, you 
have to ensure they are not unduly 
stretched, which may result in the 
compromise of patient safety and 
care,” he adds. “We need to ensure that 
the entire ecosystem is there to sup-
port and have long-term strategies.” 

Keeping opportunities equal
Lee says tertiary institutions are  
also challenged by retention issues  
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Employees in China, Hong Kong, 
Indonesia, Malaysia, Singapore, 
Taiwan and Thailand consider 
critical illness coverage one of 
the most important elements 
in the employee benefits 
schemes (EB schemes) offered 
by their employers, a survey 
commissioned by AIA shows. 

The survey sheds light on 
one way for companies to differentiate themselves as 
they compete to attract and retain talent in their markets. 
But although employees see critical illness coverage as 
important, the reality is that less than 10% of employers 
offer such coverage as part of their EB schemes.

The survey, recently conducted by independent 
research company Honeycomb, interviewed 1,429 
employees in seven markets and representatives from the 
senior management of 716 multinational and domestic 
companies. The top concern – as mentioned by four in five 
employees – is the rising cost of medical care, followed by 
the financial position of their family if they cannot work 
owing to serious illness. It is not surprising, therefore, 
that employees rank critical illness coverage as the most 
appealing benefit after hospitalisation coverage. 

The majority of employers surveyed said they are 
concerned about the benchmarking of their company 
against competitors because they believe EB schemes play 
an important role in attracting and retaining talent.

However, when it comes to adding critical illness 
coverage to their schemes, they see cost as the most 
significant constraint – on average, employers think it 
will add 38% to their premiums. When they learnt that, in 
reality, it may add less than 10% to their overall premium 
– or less than 1% of their annual payroll – 73% of the 
employer representatives surveyed said they are interested 
in adding critical illness coverage to their EB schemes.

As a market-leading corporate solutions provider, AIA 
believes that helping employers meet the expectations 
of their employees is the right thing to do, and AIA is 
serious about advising clients on how best to incorporate 
critical illness coverage into their core employee benefits 
programme. We can provide expert advice to employers  
on how to redesign their existing scheme to address the 
real- life needs of their staff.

Peter Crewe, AIA chief executive of 
group corporate solutions

Critical illness cover is 
critical for keeping staff 

ThouGhT leadership
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of staff and students. 
“Just as staff can easily move to 

another institution, students may 
also do the same,” he explains. 

“one way to ensure attrition 
levels are low is by establishing and 
maintaining a supportive environ-
ment, a place that provides good 
research facilities for staff and 
students. 

“it is equally as important to 
ensure that their place of work or 
study is safe. by doing so, not only do 
we retain students and staff, but we 
maintain our reputation.” 

Lee points out that the staff mem-
bers who make up senior manage-
ment are generally more senior, with 
years of experience under their belt, 
so the challenges are mainly related 
to the middle and lower tier, who 
may be more junior and have fewer 
years of experience. 

“but that is not to say they are less 
valuable,” he clarifies. “What we need 
to do is understand that the younger 
generation should be supported to 
move up the ladder. 

“importantly, across many busi-
nesses, job roles need to be rede-
signed and rearranged to create 
more opportunities for the less 
experienced.”

Companies face an increasing 
suite of human capital risks as they 
expand internationally. Among these 
are language barriers, opposing  
concepts of management, workplace 
policy and government influence on 
business and the economy. so, how 
should they approach these chal-
lenges to ensure their growth is not 
affected adversely? 

says Lee: “When policies are 
being set, [companies] really need 
to reflect the jurisdiction of that  
particular country,’ he says. 

“it is the organisation’s responsi-
bility to train all members of staff to 
ensure they take into consideration 
different cultures and different work-
ing methods or ways to correspond 
[with] and treat each other. 

“so, again, the policy, training 
and education have to be done by 
those in charge.” SR

Put wellbeing first
An emphasis on employee wellbeing as a  
main benefit will help employers to retain  
staff and improve overall productivity

EMPLoYee beneFits ARe 
often presented as one way for 

companies to differentiate them-
selves from other employers, thereby 
assisting with attracting and  
retaining employees. 

the rising cost of healthcare 
around the world is becoming a 
growing burden for the private 
sector, as governments look to trans-
fer some of the cost responsibility  
to employers. 

employers in Asia need support to 
manage this risk, says head of JLt Asia 
Duncan howorth. 

Furthermore, he adds, an increased 
emphasis on talent recruitment and 
retention in the region has focused 
greater attention on employee bene-
fits at the region’s major corporates. 

“We see the emergence of more 
flexible benefit arrangements, with 
the ability for employees to buy bene-
fits that suit their circumstances and 
lifestyle,” howorth says. 

“We also see government activity 
across the Asia region to create frame-
works in which group retirement 
plans can be developed to support the 
ageing populations.”

Cost implications
AiA chief executive of group corpo-
rate solutions Peter Crewe believes 
that most employers think highly of 
employee benefits schemes as an 
incentive for attracting and retaining 
talent, but they sometimes overesti-
mate the actual cost implications of 
this coverage.
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In discussing people risk, it is 
necessary to define what is 
actually being talked about, 
since most risks can be 
interpreted as having a  
people element.

It is accepted wisdom that 
people risks fall in the category 
of operational risk. The Basel 11 
definition of operational risk has 

been adapted by many firms. The JP Morgan adaptation 
of this definition is useful in that it defines operational 
risk as the risk of “loss resulting from inadequate or failed 
processes or systems, human factors or external events”.

I would like to focus on the type of people risk that 
can be mitigated by the effective and intelligent use of 
employee benefit programmes. So which risks come into 
this category? Those that come immediately to mind are 
what can broadly be termed ‘human resource risks’ or the 
risks associated with poor employee retention caused by 
inadequate, uninteresting or poorly communicated reward 
programmes. Low staff turnover is key in preventing high 
recruitment and retraining costs, building company loyalty 
and strong, long-lived teams. Conversely, a reasonable  
staff turnover can be essential for bringing in new  
talent and ideas and allowing enough through-flow  
to provide ambitious employees with career  
advancement opportunities.

So how can employee benefits help in achieving both 
of these goals? Accurate data is key to understanding 
employee trends, issues and where they may be occurring. 
The most efficient way to collate, analyse and present data 
in an understandable form is by utilising an integrated 
database management system. By this means, data can 
be collected on the take-up of benefits offered and the 
utilisation of benefits can be analysed once they are 
taken up. Feedback can then be collated from employees 
regarding their level of satisfaction with the range, extent 
and understanding of the benefits offered. 

Such systems offer other benefits to employers in that 
they actively engage employees and promote ownership 
and control, which can further be enhanced with the use of 
social media and mobile messaging.

Richard Roper, JLT Asia’s managing 
director benefit solutions and sales  
and marketing director

Accurate data is key to 
mitigating people risk

ThouGhT leadership
“Companies looking to offer criti-

cal illness coverage while staying 
within their budget constraints  
can consider restructuring their 
employee benefits schemes to pro-
vide a different mix of benefits that 
will enable them to offer critical ill-
ness cover while keeping the cost 
increase related to this new benefit to 
a minimum,” he advises.

howorth says that although 
employee benefits schemes do not 
achieve better retention rates, they 
are an important component of any 
compensation structure. 

“Giving employees a better under-
standing of the value of benefits, 
through mechanisms such as total 
reward statements (tRs), enables 
them to understand that benefits are 
part of the total compensation pack-
age, so they’re not just focusing on  
the salary,” he says.

TRS benefits
A tRs provides personalised infor-
mation about the value of an employ-
ment package and includes details 
about remuneration and the benefits 
provided by an employer. JLt 
regional benefits director Asia Pete 
Whittington explains that a tRs 
“shows your salary, your bonus, your 
pension contribution and the costs of 
all your benefits”. 

Whittington says companies 
should make full use of the benefits 
they already offer. “if they communi-
cate this and employees understand it, 
they are extracting more value from 
their current spend without paying 
another dime,” he says. 

ultimately, Whittington advises, 
an organisation must identify and 
deal with its people risks. “is it recruit-
ment, retention, absenteeism or  
presenteeism?” he asks. 

“if retention is an issue, do you 
introduce tRs? Do you structure the 
benefit in a way that aids recruitment 
and retention? if absenteeism is an 
issue, do you bring in absence man-
agement? if presenteeism is an issue, 
do you bring in health and wellness 
support services to improve the 
health of the workforce? 

“Do you run campaigns around 
particular hotspots and issues the 
company may suffer?”

Richard Roper, JLt Asia’s manag-
ing director, benefit solutions, and 
sales and marketing director, says 
absenteeism and presenteeism can be 
monitored and analysed using an  
integrated data management system. 

“then preventive measures can 
be put in place to lower the frequency 
of claims and help quickly reintegrate 
longer term sick employees back into 
the workplace,” he says. 

“by using the power of an intelli-
gent data management tool, hR-
related people risks can be 
dramatically reduced, with the added 
bonus of a happy, stable more  
productive workforce. 

“Deploying such a system in Asia, 
with its multiple languages, curren-
cies and culture does have its chal-
lenges, but solutions exist and they 
are improving.”

Although many companies have 
employee benefit programmes in 
place to deal with sickness when it 
happens, there is an increasing reali-
sation that trying to reduce or pre-
vent sickness in is a responsibility 
employers need to take seriously. 

Wellbeing ‘fundamental’
Wellbeing programmes are becom-
ing more widely recognised as effec-
tive tools to boost productivity and 
profitability through reducing sick-
ness and absence, as well as driving 
up employee engagement. 

they can also help identify illness 
trends within a company and con-
tribute towards a corporate social 
responsibility policy.

understanding the relationship 
between employee wellbeing and pro-
ductivity is fundamental. having a 
healthy, engaged and motivated work-
force has a direct correlation to pro-
ductivity and job satisfaction, which in 
turn helps reduce sickness absence 
and ultimately improve profitability. 

investment in an appropriately 
structured wellbeing programme, 
therefore, can provide a clear and  
tangible return. SR 

»
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A risk mapping exercise carried 
out recently by a Hong Kong-
based organisation that was con-
cerned about the poaching of its 
talent revealed that although the 
company was spending a lot of 
money educating its people, staff 
left for competitors once they 
had been trained. 

This is indicative of a lack of 
‘bench strength’ in many compa-
nies, which, coupled with high 
personal costs, low salaries (in 
comparison to similar roles in 
Europe and the US) and low 
notice periods, makes keeping 
and growing talent tough. 

Head of JLT Asia Duncan 
Howorth frames it succinctly: 
“Companies that have invested in 
training and development should 
review their retention strategies.” 

Job hopping
However, even the best strategies 
may not be enough to retain ‘Gen-
eration Y’ employees, according 
to Chemical Company Malaysia 
head of ERM Hafsah Ahmad. 
“Particularly for highly special-
ised areas, employee retention 
programmes and investments to 
recruit and train are challenged by 
talents’ tendencies to job hop, 
seeking the ideal job,” she says. 

“Global warming, deforesta-
tion and global headlines ensure 
no shortage of causes that pull 
these bright, young individuals 
– unlike their predecessors,  
who were inclined to build on 
company loyalty and lifelong 
career stability.”

Eamonn Cunningham, chief 
risk officer at Westfield Risk Man-
agement, also worries about the 
generational issues of people risk. 
“The next generation requires a 
totally different workplace and 
development path; they aspire  
to different things,” he says. 

“Companies need to address their 
reasonable needs here or they  
will end up with retention 
challenges.”

Head of the enterprise risk 
management unit at JTC Corpo-
ration in Singapore Sandra Ong 
agrees: “It feels as though this gen-
eration has to move every three 
years, not because they don’t like 
the job or that they have been 
offered something more, but 
simply that they won’t work more 
than three years in any one place.” 

Ong says when it comes to 
more technical positions, people 
often do not stay long enough to 
acquire the level of detail needed. 
“There is a shortage of engineers 
[in Singapore] and concern about 
this has reached government 
level. The worry is that there  
have been no 
takers for 
some courses, 
even if a  
scholarship is 
offered.” 

As Schnei-
der Electric 
Asia Pacific 
group insur-
ance risk manager Juliette Gelpi 
puts it, there is no shortage of 
highly educated people in Singa-
pore, but “their educational quali-
fications are not always right for 
the work available”. 

Managing director of strategic 
risk solutions at JLT Singapore 
Philip Ondaatje calls it a “rotating 
talent pool that you have to keep 
rebuilding and reinvesting in”.

Head of the employment 
practice group at Clyde & Co 
Clasis Singapore Julia Yeo said 
Singapore’s recent regulatory 
requirements are designed to 
restrict foreign talent import in 
favour of homegrown talent. 

A new challenge facing firms 

operating in Singapore is the 
need to change the hiring process 
to search locally before extending 
recruitment searches overseas, 
Yeo points out. “The increased 
demand for local talent is likely 
to exacerbate the trend of 
employees moving from job to 
job within a few years,” she adds.

“Salary inflation [is another 
challenge] as employees move 
often to gain a jump in salary, but 
sometimes without the relevant 
depth in experience to match the 
job, [and] succession planning as 
employees do not stay long 
enough to learn the ropes.”

JLT Malaysia chief executive 
Michael Leong says he operates 
in a country on the road to major 
growth, but facing serious 
human capital challenges along 

the way. “Malay-
sia aims to escape 
the second-world 
chasm and join 
the league of 
h i g h - i n c o m e 
nations by 2020, 
but the biggest 
deterrent to this 
is the lack of 

skilled human capital,” he says. 
“Malaysia is one of the coun-

tries that is most affected by 
brain drain – a major problem in 
terms of delivering quality and 
specialised work through the uti-
lisation of the appropriate talent, 
but also in terms of being unable 
to retain current local talent or 
attract foreign talent.”

Putri Perdana Sari, risk man-
agement manager at Aerofood 
Indonesia, says significant  
growth in many industries has 
given firms little time to develop 
employees. “Acquisition of 
[skilled] talent not only saves time 
and money but also minimises 
disruption to our customers.” 

Duma Irene Mitalevanie is a 
risk consultant at Astra Interna-
tional in Indonesia. She believes 
that as the general standard of 
living increases in her country, 
the more people desire “the 
better things in life – such as 
larger income, higher position 
and greater career opportuni-
ties”. She adds: “Employees will 
be more likely to move from one 
company to another company 
that has better offers.”

Not taken seriously
President and chief executive for 
JLT in the Philippines Graham 
Edwards says human capital prob-
lems facing businesses in the Philip-
pines are only now beginning to be 
addressed. “Human capital, man-
aging talent and retention issues 
are not always seen as a risk – and 
treated with the same focus, say,as 
brand and reputational risk or cata-
strophic event exposures – yet they 
are key issues,” says Edwards. 

As the Philippines looks to 
continue growing economically,  
businesses are increasingly seek-
ing greater expertise for special-
ist roles, but getting people with 
appropriate skills is not 
straightforward. 

“A large part of our business  
is employee benefit consulting,  
so we often talk to human 
resources managers, not only 
risk managers,” says Edwards. 

“A complaint we hear from 
most clients in almost every 
sector is they are struggling to 
find people with the right qualifi-
cations for their businesses. 

“We hear this a lot from HR 
teams, but not so much from risk 
managers – although when you 
raise it with them or it is dis-
cussed in general, risk managers 
do recognise that it is becoming 
an issue for the country.” SR

Generational issues: another part of Asia’s brain drain dilemma

‘It feels as though  
this generation  
has to move every 
three years’
Sandra ong, JtC Corporation


