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Abstract

Many companies see innovation as key to their success and are using idea crowdsourcing to help their companies innovate. However, it is often
difficult to motivate individuals to think practically and from management’s perspective, and to measure employees’ contributions to such
systems. A new crowd-sourcing tool that delegates and combines idea generation and the distribution of tasks is described, which largely solves
these problems and makes the process of idea generation more measurable.
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Many companies see innovation as key to their
success and are using idea crowdsourcing to help
their companies innovate. However, it is often difficult
to motivate individuals to think practically and from
management’s perspective, and to measure employees’
contributions to such systems. A new crowd-sourcing
tool that delegates and combines idea generation
and the distribution of tasks is described, which largely
solves these problems and makes the process of idea
generation more measurable.

Companies have become increasingly aware of the
importance of innovation to their success. Constantly
generating new ideas is seen as key to maintaining
a competitive advantage and sales. Companies no
longer rely on simple ‘closed” innovation models
with the process of innovation limited to internal R&D
departments, but often use crowd-sourcing methods
to gather the ideas of employees or even ideas of
individuals outside the company.

Common Problems with crowdsourcing tools

If  employees are asked to participate in
crowdsourcing efforts, the particular nature of ideas
present problems for measurement and motivation.
Some of these problems are listed below:

(a) The value of an idea is difficult to measure. Only
after an idea has been implemented is it possible
to assess the value of the idea.

(b) Lower level employees involved in crowdsourcing
efforts often propose ideas that are impractical
that no one wishes to do or that require too much
effort.

(c) Lower level employees often propose ideas that
will not become implemented as management
would veto them. One reason may be that lower
level employees do not consider factors such as
cost.

(d)The number of ideas submitted is often a poor
measure to assess the participation and effort
invested by employees in crowdsourcing. Setting
such a metric may encourage employees to
submit bad or impractical ideas as described in

(b) and (q).

Efforts invested in innovation are often at the expense
of a firm’s other activities and priorities. It is important
to note that setting high incentives for innovation can
divert employees away from other important tasks
in a company. Milgrom and Roberts argue that the
incentives for exerting effort between two activities (in
this case idea generation and performing tasks), the
intensity of incentives, need to be equal, otherwise
employees will spend all their effort on the activity
with the higher incentives and no effort on the other
activity . Their analysis is summarized in the next two
paragraphs.

' See Milgrom and Roberts” “Equal Compensation Principle” in Economics, Organization and Management
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The effect of incentives on other activities can be
explored by assuming an employee is involved in
two activities with respective effort levels e1 and e,
The performance measure the employer measures
for activity 1 is z,, where z, = e, + x,, and the
performance measure for activity 2 is z,, where z, =
e, + x,, where x, and x, have expected values %, and
X, (xis a random variable representing the fact that no
performance measure can ever perfectly measure an
employee’s level of effort.) o is a constant, the base
salary, which an employee must receive in so far
as they are assumed to be risk averse. C is the cost
the employee bears for exerting effort. (r is another
constant not relevant to this analysis.) B, is the intensity
of incentives for activity 1 and B, is the intensity of
incentives for activity 2. Milgrom and Roberts go on to
analyse the maximization of the employee’s “Certain
Equivalent” with two activities in order to derive the
“equal compensation principle”.

Employee’s Certain Equivalent = o+ B, (e, + %) +
+B,(e, +x,)—Cle,+e)—arVar(B, x, + B, x,)

“We suppose that the level of effort is restricted to
a nonnegative number: el, e2 > 0. If el is strictly
positive, then at the maximizing choice for the
employee, the derivative of [the Employee’s Certain
Equivalent] with respect to el must be zero, so B, =
C'le, + e,). Similarly, if e, is strictly positive, then B, =
C'le, + e,). The analysis of the employee’s incentives
alone establishes that B, must equal B, if each task is
to receive some attention.”

A new tool for idea crowdsourcing

Below is described a new crowdsourcing model built
and tested by Indigobo Russia LLC, a subsidiary of
Indigobo Ltd. David Powell is the CEO of Indigobo
Ltd and designed the system described in this article.
The company built a Software as a Service online tool,
whereby employees created accounts and made
submissions on an online discussion forum. Aside
from the forum and the actions of other employees,
employees were able to see what management
approved and the number of points (see below) they
had each earned individually.

Employees are asked to submit ideas about how
to improve a company or management can set
more specific topics. Employees submit ideas by
submitting specific ‘problems’ that need to be solved
and ‘solutions’, proposed actions that solve those
problems. They are also able to volunteer for the
tasks (‘solutions’) proposed and have to do the tasks
they volunteer for.

Employees only earn points when there is a compete
chain: there is a problem, a solution to that problem,
a volunteer to complete that solution and a manager
approves the solution and the volunteer for this
solution. Hence, employees can earn points by idea
generation (submitting problems and solutions) or
work (volunteering for the tasks and submitting ideas).

The system allows management to motivate
employees to generate ideas in an efficient way.
The system incentivises individuals only to submit
problems which are solvable and only solutions,
which individuals are willing to volunteer for. The
system motivates employees to be practical.

The system can be adopted, not only for one-off idea
crowdsourcing initiatives, but as a system for deciding
whatto work to do and for dividing up work on a more
regular basis. Employees can be rewarded based on
the number of points they earn and / or management
can set a quota for the number of points that each
individual has to earn a day. It can therefore be used
as a system to motivate individuals to take their own
initiative to decide for themselves what work needs
to be done. Management can adapt the incentives
to motivate employees to spend more effort on idea
generation versus volunteering for tasks and vice
versa.

Forexample, if XPis the number of successful problems
submitted, XS is the number of successful solutions
submitted and XV is the number of volunteers, which
management has approved, the total number of
points earned could be a linear function, P(XP) =
kP*XP, P(XS) = kS*XS, P(XV) = kV*XV. By increasing kP
and kS relative to kV, management can incentivize
employees to spend more effort on idea generation.

The system solves two common problems associated
with incentive systems, intending to motivate
innovation.

First, the relationship between a management and
an employee can be described as a principle and
agent problem, where management sefs up a system
to motivate employees to invest effort, but effort is
normally more difficult to measure for innovation
and idea generation. One method is to compensate
individuals by the number of ideas submitted, but
this does not encourage employees to submit ideas,
which individuals are willing to volunteer for and
management approves of. Another method is to
compensate individuals for the number of good ideas
submitted but this requires much effort on the part
of management ! to assess the value of ideas. The

! See Milgrom and Roberts, Economics, Organization and Management, in particular the “Monitoring Intensity Principle”, for a more full
discussion of the economics behind the optimal level of investment for monitoring effort.
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Table 1 Application of the system
Simplified scenarios for idea generation system of Indigobo' .

To give one example of how
e such a system was successfully
Scenario Emplayee contributions approval Points earned applied, it was used to help the
team of an internet company

Problem | No sol tto .
Froblem : N gather ideas about how to
T [ Problem — pSolution [ Wer valuetecrs o improve the company website.
= T o —— i - In an internet company,

1 Prohlem ESolution * Yolunteer Vv agmpravad | D . , ;. ..

_ | | | working ‘lean’, i.e., efficiently
I Problem  FSolution = Volunteer FApproved—#MTY1 S(1) V(1) is key. Employees” time is

system developed by Indigobo ensures employees
are only compensated for ideas, which individuals
are willing to volunteer for and management is willing
to approve in a highly efficient manner.

Second, it is difficult to set an incentive system to
motivate employees to spend the right proportion
of time between idea generation and actual tasks.
According to Milgrom and Roberts” analysis, if the
marginal benefit of spending time on activity A is
always higher than activity B, employees will spend
all their time on activity A and no time on activity
B. However, Indigobo’s system is self adjusting.
If employees switch all their efforts towards idea
generation, but no one volunteers for tasks, no points
can be earned as there will be no complete chains. If
employees spend all their time volunteering for tasks,
there will be no more ideas left for them to volunteer
for. The system therefore solves the problem described
by Milgrom and Roberts and allows management to
fine tune the relative amount of effort spent between
idea generation and tasks by adjusting, for example,
ke, ks and k,, without the common problem of relative
differences in incentives leading employees to spend
all their time on one activity. If an employee can earn
one point for an idea and one point for volunteering
for a task, there is a very good incentive to think up
ideas in so far as idea generation may require less
effortthan performing tasks. The incentive to generate
ideas can be increased further by increasing the
number of point for volunteering for tasks. But
however, incentives are set, this will not lead to the
diversion of all effort towards ideas or all effort
towards volunteering for tasks as points can only be
earned if there is a complete chain, that is, that there
are both ideas and people willing to volunteer for
them.

expensive and spending time

on discussions or meetings that
bring no tangible value can be costly. Such a system
replaces the need for long meetings and encourages
employees to focus on easy changes that deliver
value, as management will approve those ideas that
bring most value. Nevertheless, it can be argued
that online systems can never replace face to face
meetings as face to face meetings allow important
information to be communicated that cannot be
communicated online.

One problem with the system is the stress it can
bring, particularly if employees are unable to earn
points because they cannot think up or find problems
and ideas they can perform. Furthermore, middle
management can be made to feel insecure that their
role of task delegation has been replaced by an online
system, particularly if it shows that employees in the
hierarchy below them are shown by the system to be
better at thinking up ideas about what to do than they
are. The first problem can be mitigated by providing
template  incomplete  chains  with  ready-made
problems or problems with solutions that can always
be implemented. As such, employees have the choice
as to whether to volunteer for these template ideas or
think up their own problems and ideas. The second
problem about middle management insecurity can be
solved by not sharing scores among employees or by
hiding who is the author of each idea. Nevertheless,
employees are likely to discuss such systems off-line, so
political considerations need to be taken into account
before implementing such systems.

It is important to consider the dangers of forcing
individuals to think up ideas. If employees submitideas
in such a system, this action may not be voluntary.
An employee may have a good idea, but may wish
to use the action of giving an idea to a company to
achieve something, which they believe in or is very

' The actual system built by Indigobo has an additional feature creating longer chains. Participants can submit problems with ideas and
individuals can submit solutions to these problems: problem->solution->problem->solution (initial problem->solution to initial problem-
>problem with solution to initial problem->solution to problem with solution to initial problem). Hence, a solution to a problem may have
further problems, but this does not mean that this solution is forgotten; if a solution can be found to the problem with the initial solution, the

initial solution can be used.
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important to them. Requiring employees to earn
points on such a system can potentially diminish the
power of the employee to be able to lobby for what
is important to them. Individuals, who need to earn
a salary, do not necessarily have control over the
tasks they are required to do; in contrast, their ideas
may be precious to them and management does not
ordinarily require individuals to submit these ideas.
Applying Indigobo’s systems, forcing employees to
submit ideas, could diminish the power of employees
to resist efforts of management to put pressure on
them and campaign for issues which are important to
individual employees.

Conclusion

In conclusion, company management is increasingly
looking to crowdsourcing to drive innovation in order
to maintain a competitive advantage and sales.
However, it is difficult to encourage employees to
focus on generating ideas that are most practical
and that management approves of; it is also difficult
to measure employee efforts. The Software as a
Service crowdsourcing system of Indigobo provides
a solution to many of these problems, by combining
idea generation with task delegation. Problems
arising among employees about insecurity and stress
brought by such systems and the internal company
political implications, among other issues, need to be
considered before implementing such a system.
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PA3BUTUE

HOBbIA UHCTPYMEHT
ana KPAYACOPCUHTA

Oseup Mayann

AHHOTauuA

MHozue KoMnaHuu paccmampuearom UHHOBAYUU KAK KJII0Y K ycnexy u Ucnosib3ylom udeto KpayocopcuHaa 071 NOMOWU CBOUM KOMNAHUAM
8HedpAMb UHHOBAYUU. Heob6xo0um HO8bIl UHCMPyMeHM 0715 KpdyOCopCcUHad, Komopbili codemaem 8 cebe udeto 2eHepayuu u pacnpeoeseHus
3a0ay, 6ydem 80 MHO2OM peuiams npobriemMsl U cOeiaem npoyecc 2eHepayuu udeli 6o/1blue U3MepUMBbIX.

KnioueBble cnosa: KpayacopCUHe, hpoepammHoe obecneyeHue Kak cepsuc, npuHyun u aezeHm, Mmomueayus, 2eHepayus uded, ynpaesneHue
3adayamu, Henpuamue pucka, DeneeuposaHue, OMKpblmeble UHHOB8Ayuu, cmumyiel, BO3HG€pa)Ka€HUﬂ, ynpaeJieHus.

Ona ccoinku: Maysnn [j. Hoswil uHcmpymeHm 0ns kpayocopcuHea // MUP (ModepHu3zayus. MHHosayuu. Passumue). 2015.T. 6. N2 2. Yacme 2.
C. 65-68.



