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Property Risk Engineering Insight 

Insight: Business Continuity Planning 
 

Recognizing the Risk 
 

A business continuity plan (BCP) is often misunderstood.   

The objective of a BCP is to provide a predefined set of instructions or roadmap designed to help a business get 
operations back up and running in the shortest period possible following an adverse event.  To be effective, it must be a 
living document that is continually revisited and updated when there is new data or scenarios unique to each business. In 
contrast, a disaster preparedness plan’s focus may be to provide a checklist of items that can help to protect the property 
against severe weather events, or an emergency plan may focus solely on the safety of employees and preserving human 
life. 

The risk of not having a comprehensive BCP in place or simply filling in blanks of a generic planning template is extended 
downtime and financial loss.  A well thought out BCP takes into consideration the procedures and nuances that each 
organization operates by. It helps organizations navigate difficult times, calmly and efficiently.   

Equally dangerous is using a “wait-and-see” approach. Some organizations believe they can rely on primal knowledge – 
thinking they will know (and do) what needs to be done as “it is done all the time.” This approach is literally a plan to 
create the response while trying to recover.  The risk of this approach is that what was believed to be the back-up for 
business-as-usual operations may turn out much different than anticipated post event. Huge amounts of time and 
resources can be lost as people try to “figure it out” using the plan-as-you-go approach. The longer the downtime, the 
bigger the risk for unrecoverable financial loss. 
 

Staying Viable After a Disaster Hinges on Effective Planning 
 

Effective planning includes exploring a wide variety of topics such as, supply chain stability, single source raw materials, 
cyber security, physical security, fire prevention, liquidity and potential external threats from active assailant or 
geographically concentrated civil unrest. It may include analyzing market uncertainties, client demand modeling or, 
examining the ramifications from a global pandemic or a negative crisis management-worthy social media post.  
Regardless of the cause of the adverse event, companies need to quickly understand their options and have a prioritized 
roadmap to guide them – developed in advance of the need for implementation.  
 

Creating the BCP  
 

While there truly is no template for creating a business continuity plan, there is a framework that, if followed, can help to 
identify and set priorities. 

1. Risk Assessment – includes an analysis of potential threats and associated magnitudes of the identifed 
exposures.  

2. BCP Development and Documentation – includes robust scenario planning, predictions and potential 
response/intervention strategies with the set of response instructions and, determining key performance indicators 
should the plan be triggered. 

3. BCP Testing, Approval, Implementation and Maintainance – includes stress testing various courses of action 
and maintaining the plan by keeping pace with changes in exposures and the companies risk profile, adjusting 
hypotheses, scenarios and solutions accordingly. 
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Overall, it is desirable for the BCP to consider a wide range of possible eventualities. While your business may be 
prepared for a worst-case scenario, it should also ensure that lesser disruptions are included in the plan to increase the 
overall resilience of the business. A ‘worst case scenario’ is generally the destruction of the main or most critical facility (or 
production line) but could extend to regional catastrophic events that impact suppliers and customers.  

 

Table 1: Framework for Developing a BCP 

Stage 1 – Assess the Risk 

Activity Objectives 

Risk Evaluation • Identify critical business functions essential for continued 
service or production. 

• Determine the events that can adversely affect your 
company, the damage that such events can cause, and the 
controls needed to prevent or minimize the effects of a loss 
potential. 

Business Impact Analysis • Identify the impacts that result from disruption that can affect 
the company and the techniques that can be used to quantify 
and qualify such impacts. 

• Prioritize critical business functions. 
Stage 2 - Develop and Document the BCP 

Activity Objectives 

Develop Recovery Strategy • Determine and guide the selection of alternative recovery 
operating strategies to be used to maintain the critical 
functions. 

Document Plan • Organize and document a written plan. Senior management 
should review and approve the proposed plan. 

Stage 3 - Test, Approve, Implement, Maintain 

Activity Objectives 

Test Plan • Develop testing criteria and procedures. Coordinate, test, and 
evaluate the plan. Document all results. 

Approve and Implement Plan • Obtain senior management endorsement of plan. 

Maintain Plan • Develop processes to keep the plan up to date with reviews 
and tests completed at a maximum of 12-month intervals. 

• Ensure the plan is in-line with the strategic direction of the 
company. 

 

 

For more information, contact your local AIG Risk Engineer. 
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The information, suggestions and recommendations contained herein are for general informational purposes only. This information has been compiled 
from sources believed to be reliable.  Risk Consulting Services do not address every possible loss potential, law, rule, regulation, practice or procedure.  No 
warranty, guarantee, or representation, either expressed or implied, is made as to the correctness or sufficiency of any such service.  Reliance upon, or 
compliance with, any recommendation in no way guarantees any result, including without limitation the fulfillment of your obligations under your insurance 
policy or as may otherwise be required by any laws, rules or regulations.  No responsibility is assumed for the discovery and/or elimination of any hazards 
that could cause accidents, injury or damage.   The information contained herein should not be construed as financial, accounting, tax or legal advice and 
does not create an attorney-client relationship.   

This document is not intended to replace any recommendations from your equipment manufacturers. If you are unsure about any particular testing or 
maintenance procedure, please contact the manufacturer or your equipment service representative.  

American International Group, Inc. (AIG) is a leading global insurance organization. AIG member companies provide a wide range of property casualty 
insurance, life insurance, retirement solutions and other financial services to customers in approximately 70 countries and jurisdictions. These diverse 
offerings include products and services that help businesses and individuals protect their assets, manage risks and provide for retirement security. AIG 
common stock is listed on the New York Stock Exchange. 

Additional information about AIG can be found at www.aig.com | YouTube: www.youtube.com/aig | Twitter: @AIGinsurance www.twitter.com/AIGinsurance 
| LinkedIn: www.linkedin.com/company/aig. These references with additional information about AIG have been provided as a convenience, and the 
information contained on such websites is not incorporated by reference herein. 

AIG is the marketing name for the worldwide property-casualty, life and retirement and general insurance operations of American International Group, Inc. 
For additional information, please visit our website at www.aig.com. All products and services are written or provided by subsidiaries or affiliates of 
American International Group, Inc. Products or services may not be available in all countries and jurisdictions, and coverage is subject to underwriting 
requirements and actual policy language. Non-insurance products and services may be provided by independent third parties. Certain property-casualty 
coverages may be provided by a surplus lines insurer. Surplus lines insurers do not generally participate in state guaranty funds, and insureds are therefore 
not protected by such funds. 

Copyright © American International Group, Inc. All rights reserved. 
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