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Introduction
Risks are no longer independent or adequately 
managed through annual assessments. Amid AI 
disruption, geopolitical instability, cyber threats, 
and shifting trade dynamics, emerging risks are 
more interconnected and unpredictable than ever.
To stay ahead, risk programs must go beyond identifying known threats: 
They must anticipate and prepare for scenarios that could disrupt 
strategic objectives. Scenario planning enables this foresight by 
modeling how plausible events, from cyberattacks to regulatory change, 
could impact operations and resilience.
For many ERM teams, formalizing scenario planning can feel daunting 
amid ongoing assessments and mitigation work. Yet most organizations 
already do elements of it through stress testing, contingency planning, or 
“what-if” discussions across operations, IT, and finance. The opportunity 
now is to connect these efforts, standardize data, and present a unified 
view of enterprise risk.
By leading this collaboration, ERM can evolve from risk reporter to 
strategic advisor, shaping enterprise strategy rather than simply 
safeguarding it.
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Part 1: Why scenario planning 
is critical today

For today’s ERM leaders, demand for scenario 
planning is rising amid a surge in disruption 
frequency, financial losses, and mounting 
pressure from boards and executives. Gartner 
reports that in the last two years, most 
enterprises have faced four or more major 
disruptions, from technological breakthroughs 
and regulatory shifts to supply chain volatility and 
macroeconomic shocks.
Yet despite its growing strategic importance, scenario planning is still 
often viewed as too resource-intensive. Gartner research suggests this 
misconception comes at a high cost: Organizations caught unprepared 
for disruption experience “stall points” that destroy, on average, 68% 
of corporate value. For risk leaders, the takeaway is clear: The risk 
landscape is evolving faster than traditional, annual assessment cycles 
can capture, and being unprepared for a likely, inevitable risk event can be 
very disruptive to organizations.
As uncertainty intensifies, executive leadership is increasingly turning to 
risk teams to guide risk-informed decision-making across the enterprise. 
According to Deloitte’s 2025 Boardroom/CEO Study, 71% of leaders 
identify strategic risk oversight and scenario planning as the board’s 
most effective tools for resilience, and 73% report spending more time 
with management on scenario-based strategy. Similarly, KPMG found 
that 65% of directors view ongoing scenario planning as a key driver of 
enterprise value.
This growing emphasis signals a shift in expectations: Boards now look 
to ERM functions not merely to catalog risks, but to deliver strategic 
foresight and decision intelligence. ERM teams can meet this moment 
by formalizing and maturing their scenario planning methodologies to 
elevate risk insights into enterprise strategy. 

71%
68%

of leaders identify strategic risk oversight 
and scenario planning as the board’s 
most effective tools for resilience

of directors view ongoing scenario planning 
as a key driver of enterprise value
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Part 2: Building a scenario 
planning methodology

Best practices for developing a 
scenario planning framework
1. Identify and prioritize the 
scenarios to focus on. 

2. Build out a bow-tie analysis 
for each scenario. 

Effective scenario planning requires a structured 
approach: identifying plausible disruptions, 
developing and testing detailed “what-if” 
scenarios, assessing the organization’s current 
resilience capabilities, and then formulating 
response strategies. Regularly reviewing and 
updating these scenarios is critical to their 
ongoing efficacy. 
The following are best practices for ERM teams 
to develop and mature their business’s scenario 
planning methodology.

Because you can’t model every possible risk, the first 
step is to focus on the plausible but material events 
most likely to test your organization’s resilience. 
Aim for ten key scenarios that could impact your 
business each year that leadership is most interested 
in performing a deep dive on. These may include 
scenarios such as a major supplier failure, an AI 
regulatory overhaul, or a cyberattack on a core 
system, each representing a disruption with both 
strategic and operational consequences.  
Start by engaging with existing risk engagements, 
e.g., business strategy workshops and risk 
assessments, conducted by your operational, IT, 
cyber, compliance, and financial teams. Then, 
interview business leaders to understand their 
strategic priorities and pain points in reaching their 
objectives. Ask questions such as “What are the risk 
scenarios that keep you up at night?” From this fact-
gathering process, you can narrow the field to a set of 
high-impact, high-relevance scenarios and establish 
the organization’s appetite for each scenario.

A powerful starting point for building out scenarios 
is bow-tie analysis, which helps visually map how a 
risk event could unfold, from its root causes on one 
side to its potential consequences on the other. This 
method helps teams identify preventive controls that 
reduce the likelihood of the risk event from occurring, 
and mitigating controls that minimize the monetary 
impact of the risk event if it does occur, offering a clear 
view of control effectiveness and residual exposure.
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3. Analyze and assess your 
scenarios.

3. Report, build mitigation 
plans, and respond. 

Once you have defined and built your priority 
scenarios, the next step is to assess their most likely 
impact on your organization. This is where structured 
analysis and modeling tools help risk teams move 
from qualitative discussion to data-driven decision 
intelligence.
To translate their analysis into measurable outcomes, 
many risk teams use Monte Carlo simulations. These 
simulations run thousands of possible iterations of 
a given scenario to model the range and probability 
of financial or operational outcomes, from best-case 
to worst-case, using industry-standard distribution 
types like PERT, triangle, and uniform. The result is 
a probability distribution rather than a single point 
estimate, helping executives see not just what might 
happen, but how likely each outcome is.
Perform confidence analysis to project the likelihood 
that the event falls within a certain target range, for 
example: 95% confidence (or 19 out of 20 times) that 
the organization’s risk exposure falls below a certain 
amount, which may correspond with your risk appetite.

The true value of scenario planning lies not just in 
modeling potential outcomes but in embedding 
those insights into decision-making and day-to-
day risk management. Once your scenarios have 
been quantified and analyzed, the next step is to 
translate insights into action, ensuring they inform 
strategy, planning, and operational readiness 
across the enterprise.

Integrating scenario outputs into enterprise 
dashboards, risk appetite statements, and 
performance metrics is also essential for helping 
the organization maximize the benefits of scenario 
planning. When scenario data flows seamlessly 
into the same environment used for ongoing 
risk assessments, leadership gains a unified, 
continuously updated view of risk exposure and 
strategic resilience. Organizations can also direct 
their mitigation resources and efforts at the highest-
impact risk events to decrease their likelihood and 
maximize risk mitigation ROI. This is where modern 
GRC technology becomes essential, as a well-
integrated platform enables:  
•	 Cross-functional data alignment between ERM, 

FP&A, compliance, and operations teams.
•	 Dynamic risk appetite tracking, where threshold 

breaches can trigger alerts or workflows when 
conditions deviate from expected ranges.

•	 Automated monitoring and reporting, ensuring 
scenario-based insights stay relevant as new 
data emerges.

Best practices for developing a 
scenario planning framework contd.
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Conclusion
As the pace and complexity of risk accelerate, 
scenario planning must move from the 
margins to the core of enterprise resilience. By 
anticipating and modeling future disruptions, 
organizations can act swiftly and decisively, 
turning uncertainty into opportunity.
For ERM teams, this isn’t about reinventing the wheel. It’s about 
connecting and amplifying existing efforts across finance, operations, 
supply chain, IT, and cybersecurity to build a unified, technology-enabled 
view of risk and opportunity. This cross-functional approach empowers 
executives to make faster, data-driven decisions and strengthens 
enterprise agility in volatile conditions.
Now is the time for ERM to lead this evolution: formalize your scenario 
planning framework, unify your data, and embed foresight into every 
layer of your risk program. In doing so, you’ll move from reporting risks to 
shaping strategy and transform disruption into a catalyst for resilient growth.

Book a demo today.
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