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Innovation is an essential driver of growth and success for organizations. However, it also comes
with various risks that need to be identified and assessed to ensure the successful
implementation of innovative ideas. In this tutorial, we will explore the process of identifying
and assessing risks in innovation as part of effective risk management and innovation strategies.

1. Understanding Risk Management and Innovation:
Before delving into the specifics of identifying and assessing risks, it is important to have a
clear understanding of risk management and its connection to innovation. Risk management
involves identifying, assessing, and managing potential risks to achieve objectives effectively. In
the context of innovation, risk management focuses on identifying and mitigating risks that
could hinder the successful implementation of innovative ideas.

2. Importance of Identifying and Assessing Risks in Innovation:
Identifying and assessing risks in innovation plays a crucial role in avoiding costly failures and
maximizing success. By identifying potential risks early on, organizations can develop proactive
strategies to manage and mitigate these risks. Assessing risks enables organizations to allocate
resources efficiently, make informed decisions, and adapt their innovation strategies when
necessary.

3. Common Risks in Innovation:
Before assessing risks, it is important to be aware of the common risks associated with
innovation. Although each organization's risks may vary depending on its industry and context,
some commonly observed risks include:

a. Technological Risks: These risks can arise from the complexity, feasibility, and reliability of
new technologies being implemented.
b. Market Risks: These risks involve factors such as competition, changing customer demands,
and market acceptance of new products or services.
c. Financial Risks: These risks include inadequate funding, cost overruns, and potential
negative impact on the organization's financial health.
d. Operational Risks: These risks arise from the challenges related to production, supply chain,
and logistics when implementing new innovations.
e. Legal and Regulatory Risks: These risks involve non-compliance with laws, regulations, and
intellectual property rights.

4. Process of Identifying Risks in Innovation:
The process of identifying risks in innovation involves a systematic approach to ensure no
potential risks are overlooked. Here are some steps to follow:

a. Brainstorming: Engage relevant stakeholders to identify potential risks by conducting
brainstorming sessions. Encourage participants to freely share their thoughts and concerns about
potential risks associated with the innovation.



b. External Expertise: Seek advice from external experts or consultants who possess industry
expertise and knowledge to identify risks that might be overlooked internally.

c. Historical Data Analysis: Analyze historical data, case studies, and lessons learned from
previous innovation projects to identify recurring risks that may arise during implementation.

d. SWOT Analysis: Conduct a SWOT (Strengths, Weaknesses, Opportunities, and Threats)
analysis to identify internal and external factors that may pose risks to successful innovation.

e. Risk Mapping: Develop a visual representation of identified risks using tools like a risk
matrix or heat map to prioritize and categorize risks based on their significance and potential
impact.

5. Assessing Risks in Innovation:
Once risks are identified, they need to be assessed to understand their potential impact and
probability of occurrence. The following steps can help in the risk assessment process:

a. Impact Analysis: Evaluate the potential impact of each identified risk on the organization's
innovation objectives, resources, timelines, and stakeholder satisfaction.

b. Probability Analysis: Determine the likelihood of each risk occurring by considering
internal and external factors, historical data, expert judgments, and industry trends.

c. Risk Prioritization: Prioritize risks based on their potential impact and probability. This will
help in allocating resources and managing high-priority risks actively.

d. Risk Response Planning: Develop appropriate response plans for each identified risk. These
plans may include risk mitigation strategies, contingency plans, or risk transfer strategies, such
as insurance.

e. Risk Monitoring and Review: Continuously monitor and review identified risks throughout
the innovation implementation process. Regularly reassess risks as new information becomes
available and adjust response plans accordingly.

6. Conclusion:
Effectively identifying and assessing risks in innovation is a vital component of risk
management and innovation strategies. By understanding the importance of risk management,
recognizing common risks, following a systematic process for risk identification and
assessment, organizations can proactively manage uncertainties and enhance the chances of
successful innovation implementation.

Remember that risk management should be an ongoing process, integrated with the overall
innovation strategy, and revisited periodically as circumstances and the innovation landscape
change.


