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CROWDSOURCING CAPABILITIES:
FUELING NEW PRODUCTS? HOW
FIRM SIZE AND BUSINESS TYPE
MATTER

Abstract

Crowdsourcing has emerged as a valuable tool for organizations seeking to access ex-
ternal knowledge and resources for their innovation processes. This study aims to in-
vestigate crowdsourcing capabilities in the context of new product development initia-
tives, with a focus on exploring the moderating effects of firm size and type. Structural
Equation Modeling using Partial Least Squares (SEM-PLS) is used to analyze both the
measurement and structural models, with data drawn from 217 owners and manag-
ers of diverse businesses in Indonesia. These businesses range from small to medium-
scale enterprises across various types, including cafes, restaurants, fashion, culinary,
and furniture. The findings reveal a positive and significant impact of crowdsourcing
capabilities on new product development initiatives (f = 0.746, p = 0.000). Moreover,
the relationship between crowdsourcing and new product development is moderated
by firm size (whether small or medium) (p = 0.103, p = 0.045) and the type of busi-
ness (B = 0.157, p = 0.012). The outcomes of this study are anticipated to enrich the
body of knowledge and provide valuable guidance for enterprises seeking to harness
crowdsourcing in their new product development processes, with specific factors like
firm size and type taken into account.

Keywords crowdsourcing, crowdsolver, new product development,
small- and medium-scale enterprises, firm size, business
type

JEL Classification M31, 036

INTRODUCTION

Crowdsourcing provides significant advantages to SMEs, offering ac-
cess to an extensive pool of external knowledge and expertise, which
fosters innovation and improved decision-making within the organi-
zation. This diversity of ideas enhances the potential for innovation.

Moreover, crowdsourcing enables SMEs to expand their operations
beyond their limited resources by tapping into a larger workforce and
expertise, enhancing their capacity to undertake more projects and
refine design and manufacturing processes.

Additionally, crowdsourcing fosters closer relationships between
SME:s and their customers and stakeholders. Through crowdsourcing
platforms, firms can engage customers in the product creation or in-
novation process, meeting expectations, fostering innovation, and en-
hancing satisfaction. This continual involvement strengthens the re-
lationship between firms and customers, leading to increased loyalty
intentions.

However, it is crucial to recognize that crowdsourcing poses challeng-

es for SMEs, such as a lack of awareness about suitable tools and plat-
forms for their businesses and tasks. Many SMEs are unfamiliar with
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the platforms where crowdsourcing challenges are advertised, limiting their ability to fully leverage

crowdsourcing as a problem-solving tool.

SMEs may have a limited understanding of how to effectively adopt crowdsourcing in their innovation
practices. This lack of awareness and understanding can impede firms from fully harnessing crowds’
creativity to transform innovative ideas into actionable plans and tools.

While crowdsourcing offers valuable advantages, addressing challenges related to knowledge gaps and
implementation is crucial for SMEs. Hence, the research focuses on understanding how crowdsourcing
capabilities contribute to the advancement of new product development within the context of SMEs.

1. LITERATURE REVIEW
AND HYPOTHESES

Crowdsourcing equips SMEs with crucial insights
into customer preferences and behaviors (Devece
et al., 2019). It cultivates open innovation, bol-
stering SMEs’ competitiveness and innovative-
ness (Martinez-Corral et al., 2019). SMEs har-
ness crowdsourcing to expand operations, refine
product development, and boost overall business
performance (Qin et al., 2016). Crowdsourcing
resources find utility across various stages of the
product lifecycle, from design to distribution
(Castillo et al., 2017). Social media platforms, re-
nowned for their user-friendliness, cost-effec-
tiveness, and expansive reach, have become in-
dispensable tools for SMEs (Li et al., 2021). These
platforms facilitate engagement with customers,
feedback collection, and participation in decision-
making processes (Cheng & Shiu, 2018).

Crowdsourcing platforms elevate SMEs’ business
performance by fostering connections between
suppliers and customers, providing access to the
collective wisdom of the crowd (Mansor et al.,
2022). SMEs can amplify design and manufactur-
ing operations, enhancing overall performance
and quality (Qin et al., 2016). In marketing, pri-
or studies highlight that labeling crowdsourced
products can enhance market performance by up
to 20% (Nishikawa et al., 2017). Crowdsourcing is
applied to low-involvement products like fast food,
beverages, and snacks (Pacauskas et al., 2018).
Firms use crowdsourcing across various functions,
encompassing product development, advertis-
ing, promotion, and marketing research (Whitla,
2009). Crowdsourced customer participation
complements traditional methods, yielding valu-
able market insights (Gruner & Power, 2017).
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In new product development, crowdsourcing
spans diverse stages, involving idea generation by
soliciting innovative design ideas from consumers
(Li et al., 2018). Crowdsourcing extends to prob-
lem-solving, collaborative work, design, testing,
and prototyping (Qin et al., 2016). Additionally, it
provides expert support, granting access to spe-
cialized knowledge and skills not available inter-
nally (Qin et al., 2016). By leveraging networks,
organizations tap into diverse expertise and per-
spectives, fostering more innovative solutions
(Kohler & Chesbrough, 2019).

Crowdsourcing in new product development en-
tails leveraging the collective intelligence and cre-
ativity of a crowd to generate innovative ideas and
solutions (Zahay et al., 2018). Facilitated through
online platforms, this approach enables organi-
zations to tap into diverse perspectives, enhance
technological capabilities, and foster the cre-
ation of novel products (Poetz & Schreier, 2012).
Particularly beneficial in the early stages of prod-
uct development, crowdsourcing aids idea genera-
tion and concept development by accessing a wide
range of external insights (Lin et al., 2022). Despite
its potential, crowdsourcing in new product de-
velopment is still evolving, and ongoing research
aims to determine its efficacy and best practices
(Zahay et al., 2018).

The process unfolds in stages, starting with firms
using crowdsourcing to collect product ideas
from the crowd via online platforms where par-
ticipants submit descriptions or concept drawings
(Nishikawa et al., 2017). Selected ideas undergo de-
velopment into marketable products. Subsequently,
organizations evaluate the fit of developed prod-
ucts within their portfolio, determining if they are
new-to-the-world or product line extensions, aim-
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ing for a competitive advantage or market position
maintenance (Zahay et al., 2018). Thirdly, crowd-
sourcing integrates into research and development
projects, involving the crowd throughout the de-
velopment journey (Wang & Yu, 2020).

Crowdsourcing can be advantageous for smaller
firms in the domain of new product development,
considering their inherent constraints in terms
of internal resources and expertise. They can in-
volve external crowdsourcing communities to ac-
quire creative ideas and solutions (Zhu et al., 2017),
thereby overcoming resource constraints and ac-
cessing a broader spectrum of innovative ideas
(Yang & Han, 2021). Furthermore, smaller firms
have a more flexible organizational structure,
which enables them to swiftly adapt and integrate
external inputs into their product development
process (Pollok et al., 2019). Larger firms may face
challenges in effectively managing crowdsourcing
activities a a result of their considerable size and
organizational complexity. This is due to they may
have already established internal processes that
could potentially impede the smooth integration
of external inputs (Pollok et al., 2019). Additionally,
larger firms may have access to more extensive in-
ternal resources and expertise, which can minize
their reliance on external crowdsourcing (Yang &
Han, 2021). Therefore, it is assumed that the size of
the firm serves as a moderating factor in the corre-
lation between crowdsourcing capabilities and the
development of new products.

Similarly, crowdsourcing has been found to be a
valuable tool in various industries, including the
fashion industry, retail, and food delivery. In the
fashion industry, it can enhance product design
using external talents and address the shortage of
designers (Li et al., 2018). However, luxury brands
may not actively promote the outcome as “custom-
er-ideated” due to the strong reputation of their
in-house designers (Nishikawa et al., 2017). In the
retail sector, crowdsourcing can be used for pre-
sale methods, generating funds and assessing cus-
tomer interest before product launch (Konhausner,
2021). This helps retailers validate demand and
mitigates the risk of investing in products that
may not resonate with consumers. Crowdsourcing
also aids in price determination, allowing retailers
to gather customer input to establish the optimal
pricing strategy (Konhausner, 2021). The unique
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characteristics and requirements of various busi-
ness types significantly influence how SMEs har-
ness their capabilities to drive innovation and de-
velop new products.

This study aims to analyze the interplay between
crowdsourcing capabilities, firm characteristics,
and new product development.

The following hypotheses are proposed:

HI: There exists a correlation between the capa-
bilities of crowdsourcing and the develop-
ment of new products.

H2: The correlation between crowdsourcing ca-
pability and new product development is
moderated by firm size.

H3: The correlation between crowdsourcing ca-
pability and new product development is
moderated by the type of business.

2. METHOD

The research utilized a quantitative approach, us-
ing a cross-sectional survey methodology to collect
data from SME managers and owners in Indonesia.
The initial list of SMEs was obtained from the cen-
tral government institution overseeing SME devel-
opment. A random sampling approach was utilized
to mitigate bias and enhance the applicability of the
findings to the broader target population.

A structured questionnaire was self-administered
to a randomly selected group of participating SMEs.
The questionnaire featured two distinct sections: the
first section focused on the demographic character-
istics of the sample, while the second section assessed
critical research constructs. A rigorous translation
and retranslation process was conducted to guaran-
tee the suitability of the questionnaire for Indonesian
participants. Respondents were required to provide
ratings using a five-point Likert scale.

To ensure the robustness of the research tool, the
study integrated validated scales from reputable re-
search studies to create a questionnaire tailored spe-
cifically for SMEs. In assessing the crowdsourcing
capability of SMEs, the research utilized a measure-
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ment scale comprising eleven items, sourced from
prior studies conducted by Afuah and Tucci (2012)
and Salisu and Bakar (2019). Additionally, the
evaluation of the scope of new product develop-
ment relied on four items, as specified in the stud-
ies of Ma et al. (2012) and Chaochotechuang and
Mariano (2016).

The current study further explores how firm size
might moderate the capabilities of SMEs in crowd-
sourcing and new product development. This ob-
servation highlights the tendency for larger firms
to possess more extensive resources and capabili-
ties, providing them with opportunities for prod-
uct development and innovation. Conversely,
smaller enterprises may encounter limitations in
this regard. Additionally, the study delves into the
moderating effect of various business types, recog-
nizing that they may face unique challenges when
adopting crowdsourcing as a strategy to drive in-
novation in new product development.

Furthermore, the study utilized the Full
Collinearity VIF method, as introduced by Kock
and Lynn (2012), to identify potential common
method bias that could have influenced the PLS-
SEM analysis (Kock, 2015). The results consistent-
ly revealed VIF values below the threshold of 3.3,
signifying the absence of any significant common
method bias. The full collinearity VIF values for all
variables ranged from 1.785 to 2.706, confirming
the reliability and validity of the study’s findings.

For rigorous data analysis, the study used the
Partial Least Squares (PLS) Structural Equation
Model (SEM) to investigate relationships among
latent variables. The decision to use PLS was based
on its efficacy in addressing concerns related to
normality and sample size. The statistical signifi-
cance of coefficients was evaluated using Smart
PLS, a software tool that utilizes nonparametric
bootstrapping methods. A significance level of 0.05
was selected to minimize the risk of errors in de-
tecting effects.

The study involved a cohort of 217 individuals,
serving as business owners and managers, con-
stituting the sample characteristics. Notably, the
gender distribution within this group is evenly
balanced. The study encompasses a cohort of 99
female participants, representing 45.62% of the
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total sample. Furthermore, the sample consists of
118 male participants, accounting for 54.37% of the
total. A predominant portion of participants, ap-
proximately 26.27% of the total sample, actively
engage in the operations of cafes and restaurants.
The analysis subsequently focuses on fashion en-
terprises, comprising 21.66% of the participants.
Culinary enterprises represent 23.96% of the re-
spondents, while furniture enterprises account for
19.35%. The remaining 8.76% of respondents are
derived from various sectors.

The sample’s educational backgrounds exhibit a
wide range, with a substantial percentage of indi-
viduals holding a Bachelor’s degree (33.18%). Those
with a high school diploma or equivalent constitute
37.79% of the total sample. Postgraduate students
make up 11.98% of the overall sample, whereas in-
dividuals with diplomas account for 17.05%.

Business revenue ranges from IDR 501 million
to IDR 1.5 billion, with smaller segments falling
within the IDR 1.51 billion - IDR 2.5 billion range,
representing 18.89% of the total revenue.

The primary reasons for utilizing social media
platforms are to boost product and service visibil-
ity and market presence (28.57%) and streamline
the process of generating product sales (33.64%).
Additionally, social media serves as a platform
for collecting valuable feedback from customers
(14.29%), aiding in the growth of one’s customer
base (13.36%), and promoting the exploration of
ideas and innovative concepts to enhance the de-
velopment of new products (10.14%).

Respondents predominantly depend on internal
sources within their respective organizations, al-
though external sources also play a significant role,
accounting for 21.66% of the total respondents. A
significant proportion, specifically 34.56%, uti-
lizes a combination of both internal and external
sources.

3. RESULTS

The initial analysis aimed to assess the reliability
of all study constructs, including the evaluation
of the reliability of the items, composite reliabil-
ity (CR), and average variance explained (AVE).

http://dx.doi.org/10.21511/im.20(2).2024.16



Table 1. Construct items and loadings
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Constructs : Items Loadings
We can identify the necessary characteristics o782
‘We can find and reach the right crowdsolvers o814
We can |dent|fy the necessary expertise for crowdsolvers 0.801
Wecandenttytheprovlen - oms
) ‘We can convert problems mto speC|ﬁc gy‘estlons """ 0. 775 ......
Cr%\gszgﬁi@mg ‘We can solve problems """""" 0743
We can |nV|te many"c“r‘owdsolvers to paﬂrf‘qupate """ 0. 785 ......
'We can motivate crowdsolvers to perform their best forus 0813
'We can evaluate cr(')‘\'/‘\(‘dsolvers usability ideas ef‘fect‘lvely """ 082
'We can establish criteria before assessing ideas from the e‘r'gwdsolvers 670
We allow the appropriate crowdsolvers to select valuable ideas 0.790
.‘Iiﬁ:general our comirj;éjny can accept ne:\é\:/::|deas for producié: 0822
New Product .‘I'l‘jmgeneral our company can produce c'rue‘a‘tlve new produc}g 0838 """""
Development In general, our company can develop attractive new products. 0.811
,Nl'hwgeneral our com'be‘ny can commerue‘l'fze the new prode‘ei 0828 ......

To ensure the reliability of the items, it is advis-
able for the observed variables to demonstrate a
loading of at least 0.6 on a latent variable (Hair
et al,, 2021). Table 1 presents the results, indicat-
ing that all constructs meet the criteria for item
reliability, with each item demonstrating a load-
ing of 0.60 or higher. Similarly, all constructs
demonstrate Cronbach’s alphas and CR values
exceeding the threshold of 0.7. Subsequently,
an evaluation of the convergent validity of the
construct was conducted. A comprehensive ex-
amination was undertaken to assess if the aver-
age variance extracted (AVE) for each construct
exceeded the predetermined threshold of 0.50
(Hair et al., 2021). The results obtained from the
study clearly indicate that the AVE for crowd-
sourcing capability is 0.628, while the AVE for
initiatives in new product development is 0.680.
All constructs examined in the research have
statistically surpassed the established thresh-
old. The evidence presented provides substan-
tial support for the convergent validity of the
aforementioned constructs. The data related to
CR, CA, and AVE are presented in Table 2.

Table 2. CA, CR, convergent validity

. AVE |
£ 1.000
- 1000 |
© 1000 |

Constructs CA

Firm size (M1)

M1*CC

Business type (M2)

M2*CC

Crowdsourcing Capability (CC)

New Product Development (NPD)

http://dx.doi.org/10.21511/im.20(2).2024.16

In the study, establishing discriminant validity
among the constructs was a pivotal step in the
Structural Equation Modeling (SEM) analysis.
To rigorously assess this validity, two widely rec-
ognized methods were used. Firstly, the Fornell-
Larcker criterion was applied, comparing the
square root of the Average Variance Extracted
(AVE) for each construct with its correlations
with other constructs. As presented in Table 3,
the square root of the AVE for Crowdsourcing
Capability (CC) was found to be 0.792, while for
New Product Development (NPD), it was 0.825.
These values, highlighted in bold along the di-
agonal, unequivocally demonstrate that the vari-
ance explained by the items within each construct
is significantly higher than their correlations
with other constructs, affirming the presence of
discriminant validity. This meticulous applica-
tion of the Fornell-Larcker criterion assures the
proper specification of the measurement model
and the distinctiveness of the studied constructs.
Secondly, a Heterotrait-Monotrait Ratio (HTMT)
analysis was conducted, presented in Table 4, as
an additional method to assess discriminant va-
lidity in SEM. HTMT ratios below the thresh-
old of 0.85, as recommended by Kline (2023),
indicate discriminant validity. In the study, all
HTMT ratios for Firm Size (M1), Business Type
(M2), Crowdsourcing Capability (CC), and New
Product Development (NPD) are substantially be-
low this threshold. This compelling evidence fur-
ther validates the discriminant validity among the
constructs, confirming their distinctiveness and
the robustness of the SEM analysis.
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Table 3. Discriminant validity using the Fornell-
Larcker criterion

Constructs 1 i 2 ¢ 3 1 4
Firm Size (M1) : ; : !

New Product Development
(NPD)

0650} 0.825

In Table 5, the key metrics used to evaluate the
predictive accuracy and relevance of the variables
in the model are presented. These metrics serve
as critical indicators of the model’s performance.
The R-squared (R?) value of 0.458 suggests that the
model accounts for approximately 45.8% of the
variability in NPD. This indicates its ability to ex-
plain a significant portion of the variability in this
particular variable. The adjusted R-squared value,
which is 0.446 in this case, adjusts for the com-
plexity of the model by considering the number of
predictors. This value represents the proportion of
variance explained while considering the intricate
nature of the model. Additionally, the Q-squared
(Q%) value of 0.283 evaluates the predictive rel-
evance, demonstrating the model’s capability to
generate precise predictions beyond the given
sample data. Collectively, the results confirm that
the predictive model for NPD demonstrates com-
mendable accuracy and relevance, capturing a
substantial amount of the inherent variability in
the variable.

The assessment of the structural model involved
a comprehensive analysis of key metrics to evalu-
ate the hypotheses (Hair et al., 2021). Specifically,
the structural path coefficient (B) and the t-values
obtained through the bootstrap approach were ex-
amined. A summary of the crucial findings is pre-
sented in Table 6.

Table 6 displays the outcomes of the structural
model, illustrating the relationships and con-
nections among the different constructs in the
study. The correlation values indicate not only
the strength of these relationships but also their
direction.

Initially, Hypothesis 1 (HI) posits a correlation be-
tween Crowdsourcing Capability (CC) and New
Product Development (NPD). The correlation val-
ue of 0.746 signifies a substantial positive correla-
tion between CC and NPD. The statistical analy-
sis, with a t-value of 7.429 and a p-value of 0.000,
confirms a statistically significant relationship.
Consequently, Hypothesis 1 is supported, affirm-
ing a significant and positive association between
CCand NPD.

Subsequently, Hypothesis 2 (H2) suggests a rela-
tionship between the size of the firm and its inter-
actions (M1*CC) with the criterion variable NPD.
Despite the relatively modest correlation value of
0.103, indicating a positive connection between

Table 4. Discriminant validity using the Heterotrait-Monotrait Ratio (HTMT)

Constructs M1 M1*CC M2 M2*CC cC NPD
FirmSize(M1) i
mMifcc 0.030
BusinessType (M2) 0.021 0.094
M2*cc 0.081 0.106“ o
Crowdsourcing Capability (¢c¢) ¢ 0.078 0142
New Product Development (NPD) 0.075 0.203
Table 5. Predictive accuracy and relevance
Predictive accuracy Predictive relevance
Construct - -
R? Adjusted R? Q2
New Product Development (NPD) 0.458 0.446 0.283
Table 6. Structural model
Correlation Original Mean Std. Deviation t-value p-value Conclusion
LML ..CCoNPD 0746 . 0761 L0100 7429 | 0000 . Supported
M2 MIRCC > NPD 0103 . 0100 0061 1701 . 0045 Supported
H3 M2*CC - NPD 0.157 0.156 0.069 2.275 0.012 Supported
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MI*CC and NPD, the statistical analysis, featur-
ing a t-value of 1.701 and a p-value of 0.045, lends
support to Hypothesis 2. This outcome implies a
significant correlation between M1*CC and NPD.

Likewise, Hypothesis 3 (H3) scrutinizes the cor-
relation between the type of business and interac-
tions (M2*CC) with NPD. The correlation value
of 0.157 suggests a positive relationship between
M2CC and NPD. The statistical analysis, yielding
a t-value of 2.275 and a p-value of 0.012, provides
evidence supporting Hypothesis 3. This indicates a
significant correlation between M2*CC and NPD.

4. DISCUSSION

This section focuses on the primary research ob-
jectives, particularly examining the impact of so-
cial media-enabled crowdsourcing capabilities on
new product development. The analysis, based on
a sample of 217 business owners and managers, re-
vealed that all participants use social media to en-
hance their marketing efforts. Upon closer exami-
nation, as a second-order construct, it is evident
that crowdsourcing capabilities significantly influ-
ence new product development (HI). This capabil-
ity is closely tied to an organization’s proficiency
in defining problems and understanding the ex-
pertise required for collaborative solutions. SME
owners and managers can effectively engage exter-
nal crowdsolvers and align specificissues with their
expertise using a strategic approach. Well-defined
problems serve as a powerful motivator for crowd-
solvers, driving them to contribute their valuable
skills, ultimately resulting in the generation of
higher-quality solutions. Crowdsolvers, who are
typically well-versed in the field of crowd market-
ing, tend to select activities that align closely with
their qualifications and areas of expertise. Aligned
with the perspective of Randhawa et al. (2019), or-
ganizations identified as “seekers” actively en-
gage with an external group comprising potential
problem solvers. This underscores the proactive
role of organizations in seeking solutions from
external contributors. SME owner-managers who
can accurately identify and articulate these prob-
lems have a higher likelihood of attracting highly
skilled problem solvers. The success of SMEs in
leveraging crowdsourcing capabilities hinges on
their ability to inspire and continuously motivate

http://dx.doi.org/10.21511/im.20(2).2024.16
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crowdsolvers throughout the entire process. This
motivation is crucial for optimizing the contribu-
tions of crowdsolvers and achieving the best pos-
sible outcomes. Crowdsourcing capabilities ex-
tend to the evaluation of ideas proposed by crowd-
solvers. Consistent with the insights provided by
Kohler and Chesbrough (2019), organizations
adeptly leverage various expertise. This broadens
the understanding of the strategic importance of
an organization’s ability to utilize diverse knowl-
edge. Through careful management and integra-
tion of various expertise, organizations create a
supportive environment for generating innova-
tive solutions. Once significant contributions have
been made, companies must carefully analyze and
select the most optimal solutions. This step is par-
ticularly important because crowdsolvers often
present multiple alternative solutions. The ability
to discern and choose the most suitable option is
imperative for effective crowdsourcing.

Based on empirical evidence, the research sup-
ports the hypothesis (H2) that firm size signifi-
cantly influences the relationship between SME
crowdsourcing capabilities and new product de-
velopment. Firm size emerges as a critical factor
affecting strategic decision-making and the ability
to leverage crowdsourcing for innovation. Firms
of varying sizes use different strategies and pos-
sess unique capabilities. Larger firms, with exten-
sive internal resources and established processes,
have distinct advantages in managing crowd-
sourcing activities effectively. However, their orga-
nizational complexity and internal structures may
pose challenges in seamlessly integrating external
inputs, aligning with Pollok et al’s (2019) obser-
vations regarding potential difficulties for larger
firms.

Additionally, larger firms benefit from a broader
market reach and enhanced access to current mar-
ket trends, enabling them to generate innovative
ideas in response to evolving market dynamics.
On the other hand, smaller firms can achieve sim-
ilar goals by utilizing social media-enabled crowd-
sourcing. Smaller firms, known for their flexibility
and streamlined bureaucratic processes, can adapt
more readily. This aligns with Yang and Han’s
(2021) perspective, emphasizing crowdsourcing as
a way for smaller firms to overcome resource con-
straints. The organizational flexibility of smaller
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firms enables them to swiftly incorporate external
inputs into their product development processes,
as highlighted by Pollok et al. (2019).

Despite larger firms’ advantages, they may resist
change and innovation, often prioritizing efficien-
cy over innovative practices. Innovation serves as
a valuable tool for SMEs to explore new opportu-
nities and build connections with partners offer-
ing valuable resources and capabilities. This, in
turn, facilitates the generation of innovative ideas
crucial for developing superior new products.

The empirical evidence strongly suggests that the
type of business managed by SMEs plays a sig-
nificant role in moderating the relationship be-
tween their crowdsourcing capabilities and the
development of new products. This finding sup-
ports the third hypothesis (H3), highlighting the
impact of the business type on SMEs’ capacity to
effectively utilize crowdsourcing for new product
development. In the present business environ-
ment, a growing number of SMEs are actively
considering crowdsourcing as a valuable mecha-
nism for driving the development of new prod-
ucts. This strategic approach enables these com-
panies to accelerate the process of conceptualiz-
ing and developing innovative products that are
in line with market demands. However, the suc-
cess of such initiatives depends on various factors,
including the specific type of business in which
the SME operates. In the fashion industry, which
heavily relies on creative and customized design
solutions, SMEs often encounter challenges due
to their limited access to skilled designers and
the accompanying resources. Crowdsourcing in
the fashion sector has the potential to become a
transformative strategy. It entails actively engag-
ing with a diverse and extensive group of design-
ers and creators through open invitations. This
allows SMEs to acquire initial design concepts
and subsequently refine them into high-quality
products. The practice of crowdsourcing in fash-
ion design provides several advantages, particu-
larly the opportunity to acquire a diverse range
of high-quality design ideas at a comparatively
low cost (Jiao et al., 2021). This illustrates how
the nature of the business, especially in the sector
of fashion, can greatly impact the effectiveness of
crowdsourcing as a method for generating inno-
vative product concepts.
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The empirical evaluation of the model establish-
es a solid foundation, providing compelling evi-
dence for the relationship between crowdsourcing
capabilities and the development of new products.
These findings hold great significance for schol-
ars and academics, as they can integrate these in-
sights into the wider framework of crowdsourc-
ing models that are specifically designed for the
requirements of SMEs. One important implica-
tion for business owners and managers that arises
from this research is the recognition that SMEs’
crowdsourcing capabilities should focus on key
aspects of the crowdsourcing process. This stra-
tegic focus enables SMEs to discover innovative
solutions for new product development that align
with customer expectations, ultimately resulting
in the creation of more appealing and competitive
products. Therefore, it is crucial for business own-
ers and managers to have a thorough grasp of how
to accurately define problems, identify the most
suitable crowdsolvers, motivate participants en-
gaged in crowdsourcing activities, and rigorously
evaluate the quality of ideas and solutions generat-
ed. This study not only provides valuable insights
for the academic discourse on crowdsourcing but
also offers practical takeaways for business practi-
tioners who aim to utilize crowdsourcing for im-
proved new product development and customer
satisfaction.

There are several limitations that need to be taken
into consideration in the study. One notable lim-
itation is the relatively small sample size of only
217 business owners and managers. In the present
digital landscape, only a small portion of SMEs
actively participate in social media for the pur-
pose of developing new products. Furthermore, an
even smaller subset of these SMEs utilizes social
media-enabled crowdsourcing. Hence, it is pos-
sible that the findings may not fully capture the
behaviors and practices of the broader SME pop-
ulation regarding this matter. Another limitation
arises from the study’s narrow focus solely on the
province of North Sumatra, Indonesia. Hence, it is
possible that the findings may not have generaliz-
ability on a nationwide or cross-country level. To
enhance the robustness and pertinence of the re-
search, future studies should consider broadening
the geographical scope. This would entail incor-
porating a wider range of locations that are more
diverse and inclusive, thereby ensuring a higher
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level of representation. Despite these limitations, particularly in the context of new product devel-
the study highlights the potential of crowdsourc- opment. These findings offer valuable insights for
ing for SMEs on social media as a powerful mech- SMEs seeking innovative strategies to overcome
anism for idea generation and problem-solving, challenges and improve their product offerings.

CONCLUSION

The aim of this study was to investigate how crowdsourcing capabilities influence new product develop-
ment initiatives, while also examining how this is influenced by the size and type of the company. The
results of the empirical analysis indicate that crowdsourcing capabilities positively and significantly
affect new product development. Furthermore, it was found that this relationship is influenced by the
size and type of the company, indicating that the impact of crowdsourcing capabilities on new prod-
uct development may vary depending on the characteristics of the company. This study highlights the
importance for organizations to effectively leverage crowdsourcing to generate successful new prod-
ucts. Therefore, owners and managers of small and medium-scale enterprises (SMEs) are encouraged
to harness the collective intelligence and creativity of various parties. This enables companies to access
a wide range of ideas, perspectives, and expertise that can drive the innovation process and result in
the development of new products. Although larger companies may have broader resources and a better
ability to leverage crowdsourcing initiatives, many small businesses operating in creative sectors, such
as the fashion business, may have an advantage in adopting and transforming external contributions
into successful new products. Fashion companies often rely on creativity, innovation, and design, which
align well with the utilization of crowdsourcing for developing new products. Meanwhile, although cu-
linary businesses are also innovative and creative in their field, their categorization often differs from
industries like fashion. However, owners and managers of culinary businesses can also benefit from
crowdsourcing initiatives, particularly in areas such as recipe development, menu planning, and cus-
tomer engagement strategies.
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