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Archer is a leader in providing integrated risk management solutions that enable customers to improve strategic decision 
making and operational resiliency. As true pioneers in GRC software, Archer remains solely dedicated to helping customers 
understand risk holistically by engaging stakeholders, leveraging a modern platform that spans key domains of risk and 
supports analysis driven by both business and IT impacts. The Archer customer base represents one of the largest pure risk 
management communities globally, with over 1,500 deployments including more than 90 of the Fortune 100.
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This document offers a method that will gradually introduce risk analysis into your 
organization in a manner that builds on current risk management efforts, provides 
continuous benefits that reinforce the value of performing risk analysis, and establishes 
a sustainable and practical internal expertise and methodology.

Every authoritative guideline on risk management advocates the quantitative (that is, probabilistic) 
evaluation of risk using Monte Carlo simulation – from ISO and  COSO to Solvency II and Basel II/III. While 
there is some variation in terminology, there is a general agreement on the value of applying quantitative 
techniques within the basic process of risk management. Quantitative Risk Analysis is recommended 
because it allows one to move beyond describing risks in vague terms like “possible” and “likely” that offer 
no significant decision-making information, to talking in terms of numbers like “a 10% chance of losing more 
than $50 million”. 
 
The purpose of probabilistic risk analysis in business is to help decision-makers get a better feel for what 
the realistic range of possibilities, what drives that uncertainty and therefore where one can focus efforts 
to manage the uncertainty. Done right, risk analysis can provide an organization with a competitive 
advantage because they have a better framework for more efficiently avoiding activities that are too risky, 
selecting between options that offer different risk profiles, controlling the risks they assume, and producing 
more realistic plans.

Steps to Incorporate Risk 
Analysis into your Business10

Risk is a topic that many executives discuss quite frequently. It is important to 
understand the gaps in the conversation and prepare executives for a shift in 
how risk is measured and communicated.

Fundamental Analysis Tools

Graphs such as the Histogram, Cumulative and Tornado are 
excellent options to bring risk data to life.

A critical component of 
bringing risk analysis to an 
organization is to train the 

analysts in risk modeling.  
Sufficient time should be 

allowed for exercises  
and problems that are 

designed to reflect the 
types of problems  

the business faces. 1   Work out the risk-based questions with senior management
2   Figure out what relevant data you have
3   Develop and get agreement on a plan of how to respond to  
 the questions
4   Build a model and populate with uncertain estimates
5   Run simulations (preferably with different possible options)  
 and produce the risk analysis results
6   Present results to senior management, get feedback
7   Collate comments, recommendations and lessons learned

For everyone involved, analysis of  bounded, 
simple examples allows everyone to gain 
experience of their respective roles, and to  
learn some lessons on how risk analysis can  
be structured to work for the organization.

The Power of the BOWTIE analysis

This analysis technique allows the view to see 
the full environment surrounding a risk. Before, 
this information would likely be represented 
in separate risk register records. Now using a 
bowtie, this illustration simplifies the analysis 
by showing flow of drivers to consequences 
while highlighting the influence of preventative 
and mitigating controls.

The corporate risk register is an active 
shared database containing identified 
risks as assessed at the corporate level. 
It contains summary quantitative and 
qualitative information of each risk 
together with assessments of the risks 
before and after mitigations.

Key variables for use in simulations 
must be defined for consistent analysis 
purposes. Simulated data for variables 
like key corporate risk events, or major 
uncertain drivers like GDP growth, 
exchange and interest rates or energy 
price can then be used in individual 
Monte Carlo simulation models 
throughout the company.

In addition to measuring 
corporate level risks, risk 
quantification can be 
applied within individual 
projects providing 
insights into potential 
issues with major 
initiatives.

Senior management 
dashboards can provide 
a consistent and 
comprehensive review 
of those risks and 
uncertainties that are 
quantified throughout the 
company’s activities.

A short review of current 
practices should look 
at what data typically 

is available and the 
past structure of risk 

reporting. Focus should 
be placed on gaps or 

inconsistencies.

Getting Started

Seek to answer some basic questions first.

1Get Senior 
Management 

on board.

2Perform a 
short review.

Histogram

n	 Value on the horizontal 
  axis, ‘likelihood’ on the   
 vertical axis
 
n	 Shows the range of  
 possible outcomes, and   
 the most likely result

Cumulative

n	 Value on the horizontal 
  axis, probability of falling  
 below on the vertical axis
 
n	 Easier to read off   
 probabilities than  
 histogram, and can overlay  
 options for comparison

Tornado

n	 Value on the horizontal 
  axis, probability of falling  
 below on the vertical axis
 
n	 Easier to read off   
 probabilities than  
 histogram, and can overlay  
 options for comparison

3Train the  
analysts.

5Set up a 
corporate 

register.

6Identify 
and define 

forecasts of key 
variables.

Make Risk Visual

These screenshots from Archer Insight are a few examples of how 
risk quantification can turn data into stories.

This visualization highlights where the biggest control affects are 
for likelihood (vertical change) or impact (horizontal change). 

In this view, the top 10 Risks by impact and probability of 
exceeding financial ranges can be viewed by each business 
hierarchy entity on the left.

This report shows, per each level of the business hierarchy, what 
the level of aggregated financial loss will be after running tens of 
thousands of Monte Carlo probability simulations

Estimates of uncertainty about 
the value of variables (for 

example cost estimates, sales 
forecasts, production rates) are 
subject to several types of bias.  

Track inputs to continuously 
improve the precision of inputs 

into the models.

Risk analysis should be a 
continuous process and amenable 
to improvements. Certainly, once 

you have a system in place, you will 
find some things work well, others 
less so, and your requirements will 

change over time.

Archer Insight
 
Archer Insight is a suite of enterprise-wide risk quantification capabilities 
designed to deliver risk and business leaders a complete view of enterprise risks 
to improve resilience and ensure achievement of its strategic goals.

Our solution provides business leaders with more aggregated view of risks that 
allows them not only to ensure compliance but ultimately to better protect their 
business from disruption as well as address risks related to new opportunities. 
Using Archer Insight, organizations can conduct risk quantification analysis, 
monitor, and report on their risk management programs and then provide 
business leaders and decision-makers with quantitative, transparent, and 
actionable information needed to make strategic business decisions.

For more information, visit www.ArcherIRM.com

9Focus on 
improving 
accuracy.

8Create 
executive 
views into  

risk.

7Expand to 
project level 
risk analysis.

10Iterate.

4Start simple.

@ArcherIRM

Archer Integrated Risk Management
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Conditional mean ($M)

5) Market Growth

4) Sales Price

3) Market Volume

2) Prod Dev Cost

1) Unit Cost
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