Financing mechanisms may displace ethical motivations.

An experiment on the effects for the production of social welfare goods.

Abstract. This paper investigates the complex interplay between motivations and financial incentives
in the provision of social welfare goods. Drawing on an experimental study, we examine how the
availability of funds and the metrics used to evaluate performance influence the behavior of workers
involved in the production process, with a specific focus on imperfect proxies. Our findings reveal
that pro-social motivations in welfare production are not only affected by direct incentives targeting
workers’ remuneration based on performance metrics, but also by the broader institutional setting.
Notably, we caution against the potential consequences of implementing contractual mechanisms
aimed at financing social welfare service production through speculative finance. Although these
mechanisms are conditioned on meeting social impact objectives, they can alter workers’ preferences
and impede the pursuit of broader social welfare goals. Additionally, our study sheds light on the
coherence, or lack thereof, between financing mechanisms and organizational structures and goals.
This contributes to a deeper understanding of the intricate relationship between financial incentives
and social welfare provision.
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1. Introduction

Social welfare provision encompasses a wide array of actors, ranging from the State to private
commercial providers, nonprofits, and civil society organizations (Anheier and Krlev, 2014). All
these entities are an integral part of the delivery of health, education, social, and other services. In
recent decades, private (non-governmental) actors are increasingly involved not only as providers of
welfare services but also as financiers, in ways that represent a departure from the usual philanthropic
or charity financing of foundations and the revenue generation by social enterprises (Phillips and
Hebb, 2010).

Several concepts and practices have emerged, all converging on the notion of applying
methods and techniques from the for-profit sector to the third sector: philanthrocapitalism (Green and
Bishop, 2001), venture philanthropy (Barman, 2016), and impact investment (Nicholls, 2009). The
declared aim is to enhance the efficiency and profitability of organizations engaged in development
and welfare programs (McGoey, 2014).

These movements have led to an increasing emphasis on the need for effective performance
measurement to provide transparency and accountability in how funds are utilized and whether they
achieve the intended social goals. Additionally, following the global financial crisis, several investors
have shown interest in financing projects with an explicit social purpose, while also connecting the
achievement of social goals to monetary profits. In this context, the reliance on metrics is essential to
link the attainment of measurable goals to the financial returns of private investors (Dowling, 2016).

The present work is motivated by the awareness that the use of performance metrics to
evaluate the quality of social interventions, combined with the use of such indicators for generating
financial return for investors, can give rise to substantial issues. For example, Warner (2013)
suggested that there is a risk that the private sector may prioritize profit generation over the needs of
service recipients; and Edmiston and Nicholls (2018) observed how the private financing of welfare
services accompanied by the marketization of social outcomes may compromise service quality due
to perverse incentives (Rees et al., 2014; Carter and Whitworth, 2015).

Our main research question concerns the risk that inadequate measurement and financial
instruments may undermine the pro-social motivations of the agents involved in social service
provision. Given the central role of prosocial motivations in the delivery of social services (Besley
and Ghatak, 2005; Wright, 2007; Park and Word, 2012; Word and Park, 2015), this question is pivotal
for the appropriate design of effective measurement and financing tools.

We employ an online experiment with participants recruited through Prolific to examine the
interaction between measurement reliability and financing methods, and their effects on the behavior
of agents engaged in producing goods that emulate key aspects of social welfare services.

Specifically, we provide a stylized setting where the worker’s payment is contingent on the
quantity of units produced, while the payment for a third-party beneficiary is contingent on their
quality. Workers face a trade-off between producing low-quality (LQ) or high-quality (HQ) goods.
Our primary objective is to explore whether individuals exhibit pro-social behavior within this
context, devoid of explicit incentives. Additionally, we seek to assess the impact of increased
available funds. Subsequently, we introduce a third player, the financier, who assesses the worker’s



production plan and can contribute to the production costs, being remunerated through variable
mechanisms, linking financial revenue to different measures of output.

Our results suggest that pro-social motivations in welfare production may be influenced not
only by incentives that directly target workers’ remuneration based on performance metrics but also
by the overall institutional setting and the way it provides for the remuneration of capital investors
conditional on outcome measurement.

In particular, we observe that a significant share of subjects enrolled in the experiment as
workers deviate from purely payoff-maximizing behavior in the absence of the financier. Second,
financing mechanisms significantly influence worker behavior. With respect to the conditions, in
which the financier is not present or her payoff does not depend on workers’ performance, in
treatments where financiers’ payments are tied to the quality of goods produced, workers respond by
increasing the production of high-quality goods, indicating a strong alignment between their behavior
and the financier’s incentives. Conversely, when financiers’ payments are based solely on the quantity
of goods produced or on an imperfect measure of the quality, we observe a decrease in the number of
workers demonstrating pro-social concerns, resulting in a reduction of overall beneficiary welfare.
Additionally, workers’ beliefs about whether they would be financed correlate with their production
choices, particularly in treatments where financiers’ payments are contingent on quality.

Understanding the dynamics of incentives and motivations within the production of social
welfare goods is critical for designing effective policy and organizational structures. Our results have
policy implications that are relevant in particular for social impact finance: if private capital is to be
utilized effectively to generate social impact by tying its remuneration to impact measurement, the
system functions well under the unrealistic assumption of perfectly measuring quality. This alignment
of interests between workers and financiers leads to a positive impact on beneficiaries. However, as
is often the case, if imperfect measures must be used or quantity is used as a proxy for quality, the
opposite effect occurs. In such cases, workers’ choices align with the proxy criterion, sacrificing all
the quality they would spontaneously produce. While pro-social motivations can be effectively
supported by mission-oriented organizational forms with multi-stakeholder governance, they can be
undermined by an excessive reliance on financial and market-linked instruments.

The remainder of the paper is organized in the following way: in Section 2, we discuss the
main assumptions of the paper and critically review relevant literature on the topic. Section 3
describes the experimental design, procedures, and hypotheses. Section 4 presents the results. In
Section 5, we discuss the potential implications in terms of business ethics and provide the conclusion.

2. Key concepts and relevant literature

Our work draws from three interrelated strands of literature that provide valuable insights in
the context of the production of social welfare goods and its financing.

First, examining the interplay between financial incentives and prosocial motivations is
essential for understanding how workers in social welfare sectors balance personal profit and the
welfare of beneficiaries. This literature highlights the complexity of designing incentive structures
that not only drive efficiency but also sustain intrinsic motivations critical for social services.



Second, the role of organizational values and governance mechanisms in shaping motivations
and behaviors of workers and stakeholders cannot be overlooked. Social enterprises, with their
mission-driven focus and multi-stakeholder governance, offer a unique perspective on how
organizational forms can support or hinder pro-social motivations and overall welfare production.

Third, experimental literature on measurement and payment schemes provides empirical
evidence on how different financial incentives affect worker behavior, especially in credence goods
markets like healthcare and social services. These studies offer nuanced understanding of the impacts
of various payment structures, from fee-for-service to capitation, on the quality and quantity of
service provision.

By integrating insights from these three strands of literature, our work aims to contribute to a
more comprehensive understanding of how incentives, organizational structures, and performance
metrics interplay in the production of social welfare goods.

2.1 Incentives and prosocial motivations

It is now widely accepted that workers respond to financial incentives in various ways, with
reactions varying depending on the nature of the work and the payment structure (Lazear, 2018).
Particularly noteworthy is the differing impact of rewards on performance in private (for-profit)
versus pro-social tasks (Ashraf and Bandiera, 2018; Besley and Ghatak, 2018).

The design of payment schemes in work environments becomes particularly complex when
workers’ choices and efforts are directed toward enhancing the welfare of a third party, such as a
beneficiary, as is often the case in public service, the health sector, and social services in general. In
such scenarios, workers must navigate a delicate trade-off between personal profit and the welfare of
the beneficiary (Arrow, 1963). Their behavior may reflect a mix of intrinsic, extrinsic and
reputational motivations (Bénabou and Tirole, 2006), each of which may be differently influenced
by various incentive schemes (Kamenica, 2012).

The existence of pro-social motivations in agents involved in the provision of social welfare
goods or services (e.g., doctors, nurses, teachers and social workers) is essential in contexts
characterized by high information asymmetry and a significant credence component. It has been
observed that workers who deliver social services are often characterized by a certain degree of
prosocial motivation (Word and Park, 2015; Park and Word, 2012; Wright, 2007; Besley and Ghatak,
2005; Prendergast, 2007; Brehm and Gates, 1999; Wilson, 1989), and this contributes to the
effectiveness and efficiency of the production of welfare goods and services (see also: Hansmann,
1980; Rose-Ackerman, 1986; Borzaga, 2013; Grimalda and Sacconi, 2005; Sacconi and Faillo, 2010;
Prysmakova, 2021).

Notwithstanding the importance of this motivation, several mechanisms have been adopted in
social service provision to incentivize workers. Within a wider approach of performance-based
funding in public services (including pay-for-performance and pay-by-results schemes), a quasi-
market logic has been proposed in the delivery of welfare goods (Edmiston & Nicholls, 2018

However, a possible tension arises from the use of financial incentives for workers involved
in pro-social tasks (Lazear, 2018; Ashraf and Bandiera, 2018; Besley and Ghatak, 2018). Several



studies have identified the effects of different reward systems on the behavior of physicians (Brosig-
Koch et al., 2016; Godager et al., 2016; Green, 2014; Hennig-Schmidt et al., 2011), teachers (Duflo
et al., 2012, 2015) and public servants (Ashraf et al., 2014; Corduneanu et al., 2020) with mixed
results. These studies show how pay-for-performance schemes may hamper altruistic behavior or
intrinsic motivations, resulting in a more profit-oriented behavior, or enhancing efficiency concerns
and other effects (Carpenter and Gong, 2016; Cassar, 2018; Charness et al., 2016; Imas, 2014; Tonin
and Vlassopoulos, 2010, 2015).

2.2 Organizational values and the influence on motivations and behavior

Another aspect that deserves attention concerns the governance mechanisms used to align the
incentives of different stakeholders. For example, the organizational form of social enterprises has
proven efficient in producing social welfare goods through a unique governance structure that
reinforces the pro-social motivations of those who contribute capital and work. A key element of this
governance model is the idea of a multi-stakeholder impartial agreement, which provides the
organization with a perspective of social justice and defines objectives (the so-called ‘social mission”)
beyond profit. This includes the effort to distribute benefits and the surplus created by organizational
activities to subjects other than paying owners or clients, such as vulnerable beneficiaries, and fosters
a democratic governance form (Grimalda and Sacconi, 2005; Borzaga et al., 2008; Borzaga, 2013;
Kannampuzha & Hockerts, 2019).

Although there is a consensus that the core mission of social enterprises is the explicit aim to
benefit the community or create social value and distributing it according to some principle of justice
(Defourny and Nyssens, 2010), conflicts can arise within non-profit organizations due to differing
logics of actions and objective functions (Bull et al., 2018). Tensions between multiple objective
functions are also present within organizations, giving rise to sustainability tensions (Hahn et al.,
2018), and it has been argued that conflicts among various objective functions are inevitable within
corporate sustainability (Haffar and Searcy, 2019; Hahn et al., 2015; Van der Byl and Slawinski,
2015).

Tensions around objective functions may be particularly relevant also in inter-organizational
contexts, when different actors interact (Agrawal and Hockerts, 2019; Moran and Ward-Christie,
2022). An example is given by impact investing (defined as “investing with the intention to generate
positive, measurable social and environmental impact alongside a financial return”, GIIN 2021)
where several actors are involved: investors, fund managers, investees, and beneficiaries (Hockerts
et al., 2022).

When considering the production of social welfare goods, a fundamental question arises
regarding how actors manage multiple, sometimes conflicting objectives that range from profit
creation to fostering positive social impact (Hockerts and Searcy, 2023). In contexts marked by the
coexistence of social and economic logics, the utilization of financial incentives often raises concerns
about the potential crowding out of intrinsic, pro-social, or ethical motivations (Frey, 1997; Bowles,
2008), while in the absence of conflicting incentives, these motivations may support compliance with
the organizational mission (Grimalda and Sacconi, 2005; Faillo et al., 2015).

Furthermore, given that human cognitive and motivational processes are influenced by
institutional systems (Lindenberg, 2017), it is imperative to explore how motivations are shaped not
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only by individual incentives but also by the organizational structure, governance systems, and forms
of remuneration adopted by various actors involved. Particularly noteworthy is the role of ethical
values embedded within specific institutional frameworks, which can significantly influence
participant preferences. Through mechanisms such as mission statements, organizational culture, and
operational practices, organizations implicitly or explicitly promote particular values (Chen et al.,
2013).

2.3 Related experimental literature on measurement and payment schemes

The experimental method has been used to study the effects of different payment schemes on
physicians’ behavior in the provision of medical services, under controlled laboratory conditions. A
systematic review is offered by Finocchiaro Castro et al. (2024).

The design by Hennig-Schmidt et al. (2011) has been the first one introduced to study how
physicians’ treatment decisions are affected by payment systems. In their experiments, participants
decide on the quantity of medical services (from 0 to 10) for patient types with abstract illnesses. The
benefit for patients is maximized at a given quantity that depends on their illness type. Payments for
physicians can take two forms: under capitation (CAP), they receive a lump sum per patient, while
under fee-for-service (FFS) they receive a fee for each unit of medical services provided. Profits vary
across illnesses in FFS because payment differs, and costs are kept constant. In CAP, profit is constant
across illnesses. The physician gets information on her payment, costs and profit, as well as on the
patient’s benefit for each quantity from 0 to 10. Patients are not present in the experiment, but
physicians’ quantity choices have consequences for real patients in terms of money transferred to a
charity hospital. The main result is that physicians overtreat patients by providing more services under
fee-for-service, and undertreat them under capitation; their choice is also influenced by the patients’
health benefits.

Green (2014) proposes a different design entailing a real-effort task to study the impact of
payment structures on physicians behavior, where participants are asked to correct spelling mistakes
on behalf of others.

Lagarde and Blaauw (2017) propose a real effort task framed in a medical context: participants
have to type blood test results from long or short laboratory test reports and their performance can
vary both in terms of quantity and quality of output.

Karunadasa et al. (2023) use a controlled laboratory setting to study the impact of different
payment systems on supplier-induced demand in credence goods markets, specifically aiming to
identify the effect payment systems, mainly fee-for-service and salary, have on the quantity and the
quality of care provided by experts. They investigate arguments regarding responses to two payment
types—salary and fee-for-service.

Similarly, we focus on the quality-quantity tradeoff. The novelty of our paper is to consider
the indirect effect that incentives and performance metrics designed to repay investors and fund
managers may have on workers, even when their payments are not contingent on performance.

To our knowledge, the only experimental works that have studied a similar question are
Oxholm et al. (2021), who introduce resource constraints in a context where participants are asked to
make decisions about the allocation of health care services across fictitious patients, and Reif et al.
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(2020) who extend the physician decision problem by adding an insurer that finances medical service
provision.

2.4 The interplay between incentives and imprecise impact measurement

In our study we address two important additional aspects. First, we consider how motivations
are affected by incentives that are not directly edged at workers, but that might impact them indirectly
by means of obtaining financing. Second, we are interested in contexts where outcomes and impacts
are difficult to measure (Besley and Ghatak, 2018).

While typical pay-for-performance schemes are connected to targets that workers need to
achieve in order to obtain a personal gain or bonus, we model situations in which reaching a target
has a direct effect on the remuneration of a third party, the financier. Since financiers have the choice
to give funds to the worker who best accomplishes their objectives, there is only an indirect influence
on the worker.

Lohmann et al. (2016) discuss how performance-based financing (PBF) schemes, used in
health systems, may influence health workers’ motivational structures, mindsets, affect, and behavior,
highlighting potential side effects on workers’ motivations, depending on the specific design,
implementation, and results of a particular intervention and on health workers’ perceptions and
evaluations of it. In addition to the tradeoff between personal gain and the beneficiaries’ benefit,
workers may also face a tension between the beneficiaries’ welfare and their financier’s interests, a
problem that Green (2014) discusses with reference to the healthcare industry and labels as the ‘dual
principal agent relationship’, where two principals (the physician’s employer and the patient) interact
with a single agent (the physician).

In our case, the investee (or worker) faces a trade-off between serving the interest of the
beneficiary (pro-social attitude or behavior) and satisfy the financier (representing either a fund
manager or an investor). This captures some key issues related to use of social impact finance
instruments, that are conceived as investments linked to measurable social objectives capable, at the
same time, of generating an economic return for investors. In fact, measuring the outcomes of welfare
interventions in a quantifiable manner can be challenging. Addressing multifaceted social issues like
poverty, healthcare, education, and homelessness implies offering goods and services characterized
by a significant credence component and which affect the welfare of recipients who may not be paying
consumers. Such goods and services generate consequences for the beneficiaries’ welfare which
involve qualitative aspects that are hard to quantify, such as improvements in quality of life or
increased social inclusion. Performance metrics might incentivize service providers to focus on easily
measurable outcomes at the expense of more complex, but crucial, aspects of social well-being. This
can lead to neglect of less measurable but essential services.

3. Experimental design and procedures
3.1 Overview of the experiment

Our experimental setup aims to represent the production of social welfare goods and services,
which include goods and services with significant social components such as education, healthcare,



job guidance and training, and the provision of food and shelter. Several actors are involved in this
process, and we focus on the key players identified by Hockerts et al. (2022): investors, fund
managers, investees, and beneficiaries.

Specifically, we recreate a stylized interaction environment where the investors are
impersonated by the researchers: they represent the original source of invested capital, mimicking
wealthy individuals, foundations, pension funds, public investment vehicles, or crowdfunding
initiatives.

Participants acting as financiers represent fund managers, who manage the capital of

investors, decide which investments to include in the portfolio, and receive a management fee for
their contributions.

Participants portraying workers embody the investees, responsible for deciding on the
production of social welfare goods. In the remainder of this work, we will refer to the worker as ‘he’
and the financier as ‘she’.

Ultimately, the goods we consider have effects on parties who do not take part in a transaction:
we call them beneficiaries, since they benefit from the production of such goods, although they do
not necessarily pay for them; consequently, alternative sources of financing are needed.

An important characteristic of this setting is the potential high level of information asymmetry
and knowledge incompleteness. While the worker always knows the quality of the goods and services
produced, neither the beneficiaries nor other actors, such as the financiers, can observe and measure
their quality. We assume that the workers choose the quality of the goods and services they produce,
which corresponds to high or low (monetary) benefits for the beneficiaries and is associated with high
or low production costs, respectively. Specifically, the producers face a trade-off between high-
quality/high-benefit/high-cost goods and low-quality/low-benefit/low-cost goods.

A typical instrument for evaluating interventions effectively is given by the ‘results chain’,
also known as ‘logical framework’ or ‘logic model’ that depicts the logical sequence of inputs,
activities, outputs, outcomes, and impacts of a program or project (Ebrahim and Rangan, 2010,
Frechtling, 2015; Hatry, 2006). The trend in performance measurement involves a shift from the early
stages (inputs, activities) to the final stages, through “outcome measurement” or “impact evaluation”.

While this shift allows for measuring what really matters, it is nevertheless necessary to be
aware that measurement capacity diminishes, and metrics lose content, even and especially for social
or welfare properties, where we have a very high asymmetry of information and incompleteness of
knowledge about unforeseen events. Therefore, while measuring towards the end in the logic model
allows us to get closer to what is most valuable in social interventions, at the same time this can lead
to measuring the wrong things.

As mentioned above, workers such as teachers, doctors, or front-line workers in social services
have the power to decide how to use the resources available within an organization — typically a
public institution or a social enterprise. These resources constitute the inputs of the production
process, including financial resources, material assets, equipment, technology, and space.



Our simplification entails an organization with a single employee (the worker) who is
entrusted with deciding on a production plan. The production plan involves choosing the type of
goods or services to produce. Given a fixed amount of resources, the worker must decide whether to
produce several cheap and low-quality goods, or a smaller number of costly high-quality goods.
Different goods affect the resulting monetary payoffs of the other players involved in the game. In
particular, the higher the quality of the goods, the higher the welfare generated for beneficiaries who
consume the goods.

A typical example might be a doctor’s choice between offering several superficial treatments
to a patient or conducting a small number of thorough and careful investigations. If the doctor is paid
based on the number of treatments provided, it would be more profitable to give many treatments.
However, it might be more beneficial for the patient to spend more resources on one or a few in-depth
treatments. Another example could be the provision of meals in a soup kitchen. Given a fixed amount
of resources and a fixed number of guests, the worker can choose to prepare an expensive full meal
for each guest, prioritizing quality. Alternatively, the worker can serve a greater number of snacks
and packed lunches, resulting in a wider offering of meals but potentially compromising their overall
nutritional content for the same target group.

In summary, producing high-quality goods costs more, while producing low-quality goods
costs less. With a given amount of initial resources, the worker must choose between producing fewer
high-quality goods or more low-quality goods.

The organization (the worker) that provides the goods or services receives a fixed payment
for each unit delivered. Examples include tuition fees, fees for medical visits, reimbursement for
training programs, or vouchers for soup kitchen services. These payments can be made by the
recipients themselves at a fixed price or by public agencies.

What is crucial here is that, typically, the payment for the worker cannot be conditioned on
the real quality of the service or product that he produces but only on the number of outputs. This is
due to the well-known issue of information asymmetry in the production of social welfare goods,
where the quality cannot be observed from the outside. Consequently, the market price is the same
for each unit of good, whether low- or high-quality. The beneficiaries, however, profit from the
quality of the goods or services, and their payoffs are referred to as outcomes, which are usually
defined in terms of changes in the lives of beneficiaries.

In these situations, outputs of production are the goods or services produced, for example the
number of meals served, of people treated, trained or educated. The outcomes, on the other hand, are
the effects on the beneficiaries’ lives, such as improved quality of life, health, educational attainments
in the medium and long term, and similar benefits.

In particular, we follow Besley and Ghatak (2017) in assuming that the goods or services
produced generate two types of consequences: an economic/financial return, which serves as a proxy
for the market value of the product and translates into payoffs for the worker, and a social component,
which translates into a payoff for the beneficiary. The beneficiary has no active role in the experiment
and can only earn based on the worker’s choice. Although these payoffs are expressed in points and
converted into real money, they represent a monetary equivalent for the benefits from the provision
of social services, such as education, medical services, or job guidance. The magnitude of this payoff



critically depends on the quality of the goods or services, which usually requires a higher effort from
the worker or a greater expenditure of funds.

Given this assumption, it becomes evident that, in the case of purely selfish workers, the
interests of the worker and the beneficiary are conflicting: the worker receives a higher wage if they
produce more goods (focusing on quantity), while the beneficiary receives a higher benefit if they
receive better goods (focusing on quality). Although we construe this conflict as a mere comparison
of monetary payoffs, similar to a dictator game (Camerer, 2003; Forsythe et al., 1994), our
experimental situations aim to represent a tension involving the workers’ efforts and the social impact
generated on beneficiaries. This impact usually depends not only on the number of goods received
but also on their quality and other characteristics that we do not model in this design, such as external
influences linked to environmental and contextual factors, and the ‘individual ability to benefit’ from
a given resource (Konow, 2003; Sen, 1980).

In this setting, we do not consider several other features of social services. For example, we
do not take into account multidimensional outputs but simply assume that benefits increase with the
number of goods, with high-quality goods providing much greater welfare for the beneficiary®.
Additionally, we do not account for the uncertainty of social outcomes, assuming instead that every
good produced reaches the recipient and enhances their welfare without risks of failure related to
environmental elements or behavioral responses by the beneficiaries.

3.2 Treatment Variations

Given this basic interaction between a worker and a beneficiary, we aim to understand how
the way resources for production are provided can affect workers’ behavior, and how the providers
of resources assess workers’ decisions and decide whether to financially support the production or
not.

We begin by considering a situation in which the worker’s endowment is fixed and not
conditioned by his production choices. This is our baseline condition, which we call Baseline 20. In
this scenario, we expect to observe a range of behaviors, from pure self-interest to pro-social and
other-regarding actions.

Next, we test the effect of increasing the worker’s endowment by moving to the condition
Baseline 30. If we observe that workers are willing to produce higher quality goods in this condition,
we might conclude that granting more funds to those producing welfare goods induces them to focus
more on quality. Conversely, this would suggest that underpaid social workers tend to be greedier
and produce worse outcomes for beneficiaries.

A further, and crucial, aspect of our design concerns the introduction of a third player, the
financier, whose monetary payoff depends on the choice of the worker through a mechanism that
changes across treatments. The payoff for the financier may be independent of the worker’s
production plan (Fixed treatment) or it may depend on what the beneficiary actually receives (Quality
treatment).

First, we aim to understand the effect of the third player on workers’ behaviors. Each worker
knows that he is going to be observed and evaluated by a financier, who can choose to contribute or
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not to the worker’s production costs. In the Fixed treatment, financiers are rewarded with a fixed
amount per worker evaluated, regardless of the worker’s output.

Second, we introduce a condition where the remuneration for financiers is contingent on the
quality produced by the worker for the beneficiary (Quality treatment).

It should be clear from what we have discussed so far that in the real world, the benefits for
the beneficiary, which significantly depend on the worker’s choices, cannot be easily observed and
measured by an external observer, and sometimes not even by the beneficiary themselves. A financier
interested in funding workers who generate a positive social impact will necessarily need to rely on
some proxy of this impact. Therefore, we introduce two additional treatments where the return for
the financier depends on an imprecise measure of the impact on beneficiaries: either the total number
of goods produced (Quantity treatment) or the attainment of a minimum threshold of quality
(Threshold treatment).

3.3 Experimental setting

The game begins with the worker’s choice. Each worker is matched with one beneficiary. The
inputs for the worker consist of an endowment of funds, which in this experiment is 20 points (with
1 point equivalent to £0.10). The worker must choose a production plan that includes a combination
of two types of goods: low-quality (LQ) goods and high-quality (HQ) goods. This choice exemplifies
the activity of the worker.

‘LQ goods’ are low-quality goods that cost less to be produced (1 point each) and generate
small benefits or the beneficiary (0.1 point each). ‘HQ goods’ are high-quality goods that cost more
to be produced (2 points each) and generate significant benefits for the beneficiary (1 point each). In
the experiment, workers were presented the choice between ‘Type 1 and ‘Type 2’ goods, respectively
corresponding to LQ and HQ, in order to maintain a neutral description.

The worker must spend all 20 points on production and receives 1 point for each good
produced, regardless of its type. The number of goods produced represents the outputs of the process,
while the points earned by the worker represent the outcomes.

In the experiment, the worker selects a production plan from a list of possibilities shown in
figure 1. The worker clicks on the chosen combination, which displays the corresponding points for
himself, the beneficiary, and the financier (if the treatment includes financiers).
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Figure 1 - The production possibilities of the worker
(TYPE 1 correspond to LQ goods; TYPE 2 correspond to HQ goods).

This setup allows us to observe how workers balance the trade-off between producing high-
quality goods that benefit the beneficiaries more and low-quality goods that maximize their own
earnings. The various treatments test how different incentive structures and the presence of financiers
influence the workers’ production choices.

In the two baseline conditions (Baseline 20 and Baseline 30), the game ends after the worker’s
choice, and the worker and the beneficiary are paid accordingly (see figure 2) 2.
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Figure 2 - Worker’s and Beneficiary’s payoffs (Baseline 20 and Baseline 30).

In the treatments, a third subject, the financier, observes the worker’s production choice and
can decide whether to contribute to pay the production costs with 10 points. Each financier is matched
with five workers; while each worker produces goods for only one beneficiary (see figure 2).3
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Figure 3 - The matching between financiers, workers and beneficiaries.

The first mover is the worker, who makes his choice as in the baselines, knowing the payoffs
that each possible combination of goods generates for himself, the beneficiary, and the financier.

The second mover is the financier, who observes the production plans chosen by five workers
and then decides whether to finance each of them by transferring 10 points to the worker. She is also
asked to evaluate each worker’s choice on a scale from 0 (not at all) to 5 (completely), indicating how
appropriate she judges the worker’s choice to be.

The financier draws financial resources from a fund of 50 points assigned by the researcher.
Points not used for financing workers return to the researcher, so the financing decision is not costly
for the financier. There is no competition between workers for access to additional financial resources
since the financier has exactly 50 points at her disposal, which is enough to finance all five workers
she is evaluating. Since financing reduces the production costs by 10 points, a worker who is financed
gains 10 points in addition to his payoff derived from the production of goods.

The financier is paid for each worker evaluated. If she decides not to finance a worker, she
earns 12 points. This payoff represents the result of investing the 10 points of the fund in another
activity that gives a sure and fixed return. If she decides to finance a worker, the financier is paid
according to a rule that changes across treatments, mimicking different payment schemes.

In the Fixed treatment, the financier receives 12 points for each worker she decides to finance,
which is the same as her payoff if she refuses to finance. Figure 4 illustrates the payoffs for all players
based on the quantity of HQ goods produced.
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In the Quality treatment, if the financier decides to finance a worker, she receives 0.2 points
for each LQ (Low-Quality) good and 2 points for each HQ (High-Quality) good produced by that
worker. This allows the financier to increase her payment by financing workers who generate higher
benefits for the beneficiaries. Returns for financing are based on actual outcomes, representing an
ideal mechanism that connects investor repayment to the real social impact, with perfect measurement
of beneficiaries’ welfare and a precise match with the financier’s gains. Figure 5 provides a summary

Payoff (points)

HQ goods

—fli— \Worker without financing ==O eWorker with financing ==e =Beneficiary = :Financer

Figure 4 - Worker'’s, Financier’s and Beneficiary’s payoffs (Fixed).

of the payoffs for this treatment.
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30 [T
28 ]

HQgoods

—fl— Worker without financing =m0 eWaorker with financing e==e =Beneficiary === Financier

Figure 5 - Worker’s, Financier’s and Beneficiary’s payoffs (Quality).
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In the Quantity treatment, if the financier decides to finance a worker, she receives 0.8 points
for each good produced, regardless of the quality. Therefore, she gets higher payoffs when more
goods are produced. This financial scheme repays the investor based on the most easily observable
result of the production process: the outputs (number of medical services, meals, teaching hours,
enrolled students). The corresponding payoffs are depicted in figure 6.

QUANTITY

d

Payoff (points)

e =
[= T TR SN - T = TS S )

HQ goods

—fl— Worker without financing =0 eWaorker with financing e==e =Beneficiary === Financier

Figure 6 - Worker’s, Financier’s and Beneficiary’s payoffs (Quantity).

In the Threshold treatment, if the financier decides to finance a worker, her payment is based
on an imperfect measure of quality. The financier receives 5.6 points if the worker produces 0, 1, or
2 HQ goods, and 14.4 points if the worker produces more than 3 HQ goods. These payment amounts
are derived from the average payments received by the financier in the Quality treatment: 5.6 points
for up to 3 HQ goods and 14.4 points for more than 3 HQ goods.

Here, we assume that the external observer can only verify whether a minimum performance
threshold is met. The financier can determine if the worker has produced above or below a threshold
of 3 HQ goods, indicating the presence of measurement costs. For example, a service provider might
operate on 100 patients, but the quality inspector stops checking after interviewing 30 of them; or a
social enterprise might run 10 soup kitchens, but the inspector ceases visits after observing 3 that
work well.

The relevant payoffs for the Threshold treatment are illustrated in figure 7.
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Figure 7 - Worker’s, Financier’s and Beneficiary’s payoffs (Threshold)

In all treatments, payments are structured so that the financier receives the same payment from
financing and not financing when the worker produces a balanced mix of goods (10 LQ and 5 HQ
goods), except in the final treatment.

The payoff for the beneficiaries is certain regardless of the financier’s decision and depends
solely on the production choice of the connected worker. In the experiment, we also ask each worker
to predict whether the financier will contribute to his production plan. We incentivize accurate
predictions by rewarding the worker with 2 extra experimental points if his belief matches the
financier’s actual choice. Similarly, we ask each beneficiary to predict the worker’s production choice
and the financier’s subsequent decision to finance or not finance the worker. Beneficiaries are also
incentivized with 2 extra points for each correct guess.

Figure 8 illustrates the experimental design, highlighting the links between the experimental
conditions and the factors that are manipulated by moving from one condition to another.
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Figure 8 - Experimental Design: baseline conditions and treatments.

3.4 Procedures

The experimental sessions were coded using the open-source software for economic
experiments, oTree (Chen et al., 2016). They were conducted using Prolific, a UK-based platform for
online experiments (Palan and Schitter, 2017) *. The sessions took place between June 2020 and
January 2021.

To increase control over the recruited subjects, we restricted the potential pool to participants
who self-reported proficiency in English. Additionally, we assessed comprehension of the
instructions through several control questions, including two attention checks to ensure participants
thoroughly read the instructions and did not randomly guess the answers. Subjects who made three
or more mistakes on these control questions were excluded from the dataset and bonus payments,
despite completing the study.
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The average individual payment was £3.28 for workers, £6.74 for financiers, and £1.34 for
beneficiaries, aligning with the hourly payment guidelines prescribed by Prolific. For each
experimental condition, 100 subjects were enrolled as workers and 100 as beneficiaries. In each
treatment involving external financing, 20 subjects were recruited as financiers. In total, 1280 subjects
participated in the experiment. Of these, 38% were female, 56% were students, and the average age
was 26.18 years. No subject participated in more than one treatment.

3.5 Hypotheses

Our main interest is to understand whether the size of the endowment, the way in which the
production of goods is financed, and — when present — the way in which the financier is remunerated
have an impact on the decision of workers to produce HQ versus LQ goods.

A natural way to proceed is to start with what we should expect from purely self-interested
agents. On the other side, on the basis on the evidence on pro-social behavior described in the
experimental economics literature, we should also expect to observe some participants who are
willing to give up some part of their own payment in order to generate benefits for the others. These
pro-social motivations might themselves respond in different ways to the different financing
mechanisms that are mimicked by our treatments.

We begin by observing the behavior of workers in a first condition (Baseline 20), where they
can choose to produce between 0 and 10 HQ goods. This ranges from producing 0 HQ goods, which
gives them the highest payoff (20 points) while totally penalizing the beneficiary (who would only
receive 2 points), up to producing 10 HQ goods, which ensures a fair and equitable outcome (10
points for the worker and 10 points for the beneficiary). In this situation, a selfish payoff maximizer
should choose to produce only LQ goods, that is, 0 HQ goods, inducing the lowest payment for the
beneficiaries (see figure 2).

Then, the null hypothesis that we want to test, which assumes that workers are purely selfish,
is the following:

HOa: In the Baseline 20 workers choose to produce 0 HQ goods.

The falsification of this hypothesis would imply the existence of workers with pro-social
motivations, who decide to produce more than 0 HQ goods.

Second, we observe the same choice in a slightly modified context (Baseline 30) where
workers receive additional funds (10 points more) as a contribution to costs: production becomes
cheaper, and the worker can earn more. Again, in this case, a payoff maximizer should choose to
produce only LQ goods (corresponding to zero HQ, see figure 2). Our second null hypothesis:

HOb: The behavior of workers in the Baseline 30 is not different from that
observed in the Baseline 20: workers choose to produce 0 HQ goods.

In the case in which workers diverge from this assumption and display pro-social motivations,
we are interested in observing whether there is a sort of “income effect” with workers willing to
produce even more HQ goods compared to Baseline 20.
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Introducing treatments with the financier, our questions concern how changes in the financing
mechanisms influence workers’ decisions compared to the baselines.

In the first of these treatments (Fixed) we investigate whether there is an effect on workers’
behavior from the mere fact of being observed and assessed by another person who can contribute to
costs. In the Fixed treatment, the financier receives 12 points for each worker, regardless of her
decision to finance them or not. If the financier does not care about the beneficiary’s payoff, she
should be indifferent between financing and not financing, as she has no external incentive in terms
of her own payoff to give or refuse financing to a worker (the flat line in figure 4). However, if the
financier cares about the beneficiary’s payoff, the likelihood of financing increases with the number
of HQ goods produced.

Also in this case, a selfish worker would maximize his payoff by producing 0 HQ goods,
regardless of his beliefs about the financier’s choice. Therefore, our null hypothesis is the following:

HOc: In the Fixed treatment, since financiers should be indifferent between
financing and not financing, workers produce 0 HQ goods.

Workers with pro-social motivations should again produce more than 0 HQ goods.

In the following treatment (Quality), workers should consider that the financier’s payoff
increases with the payoff for the beneficiary. Selfish financiers prefer to finance a worker when he
produces more than 5 HQ, are indifferent between financing and not financing a worker who produces
exactly 5 HQ goods, and prefer not to finance when the worker produces less than 5 HQ. If the
financier cares about the beneficiary’s payoff, the likelihood of financing increases with the number
of HQ goods produced. Given this, a selfish worker will prefer to produce 6 HQ goods to induce the
financier to choose finance, and maximize his payoff (see figure 5). The null hypothesis follows:

HOd: In the Quality treatment, workers produce 6 HQ goods, obtaining
funding from the financiers.

A worker driven by pro-social motivations, however, should derive motivation from the well-
being of the beneficiary, maintaining indifference towards the financier’s decisions that solely impact
the worker’s remuneration.

In the next two treatments, we add two conditions mimicking situations in which the
financier’s payments are based only on proxy measures of quality.

In one case (Quantity), the financier’s payment depends solely on the total number of goods
produced, irrespective of their quality and impact on the beneficiary. This means that the financier’s
payoff is maximized when the worker produces 20 LQ goods (0 HQ goods). Selfish workers” and
financiers’ interests are perfectly aligned, as they both maximize their payoff when 0 HQ goods are
produced (see figure 6). We put forward the following null hypothesis:

HOe: In the Quantity treatment, workers produce 0 HQ goods, obtaining
funding from the financiers.

Again, workers with pro-social motivations should not take into account the reaction of the
financier, producing more than 0 HQ goods. A similar outcome could be observed in the case of
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selfish workers who expect to face a pro-social financier who wants to enforce the production of HQ
goods for the benefit of the beneficiary, at the expense of both the worker and the financier herself.

In the last treatment (Threshold), a selfish financier prefers to finance workers who produce
at least 3 HQ goods, while she prefers not to finance when the worker produces 0,1 or 2 HQ goods;
knowing that, the payoff maximiser worker decides to produce exactly 3 HQ goods (see figure 7).

HOf: In the Threshold treatment, workers produce 3 HQ goods, obtaining
funding from the financiers.

Also in this case, workers with pro-social motivations should not consider the reaction of the
financier. In the case of selfish workers, even if they expect to face a pro-social financier, their choice
will be to produce exactly 3 HQ goods since higher production cannot be observed.

4. Results

We start by examining the choices of the workers, focusing on the differences in their
production plans, and their beliefs about being financed. We then move to the analysis of the
financiers’ decisions®.

Figure 9 reports the distributions of the number of HQ goods produced by workers across
treatments. The figure also shows the workers’ beliefs about whether they will be financed: for each
quantity of HQ goods produced, the dark grey portion of the bar represents workers who believe they
will receive financing, while the light grey portion represents workers who do not believe they will
receive financing.
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Figure 9 - Distributions of the number of HQ goods produced by workers across treatments.
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4.1 Workers’ choices

Result 1: The percentages of workers whose choices perfectly align with the
assumption of pure self-interest, which forms the basis of our null
hypotheses, are as follows:

a. In the Baseline 20, 25% choose to produce 0 HQ goods.
b. In the Baseline 30, 26% choose to produce 0 HQ goods.
c. In the Fixed, 26% choose to produce 0 HQ goods.

d. In the Quality, 11% choose to produce 6 HQ goods.

e. In the Quantity, 32% choose to produce 0 HQ goods.

P

In the Threshold, 39% choose to produce 3 HQ goods.

However, the high heterogeneity in the choices of the workers observed in all the experimental
conditions demands a more thorough examination, from which further results can be put forward.

Looking at the average number of HQ goods, the highest value is observed in the Quality
treatment (figure 10). In this treatment, workers produced, on average, significantly more HQ goods
than in Quantity (Wilcoxon rank-sum - Mann-Whitney test®: z = 6.33, p < 0.01), in the Fixed (z =
4.15, p < 0.01), in the Threshold (z = 4.81, p < 0.01), in the Baseline 20 (z = 4.03, p < 0.01) and in
the Baseline 30 (z = 2.55, p = 0.010).

The minimum quantity of HQ goods was produced by workers in the Quantity treatment
(Quantity vs Fixed: z =2.35, p = 0.02; Quantity vs Threshold: z =2.96, p = 0.03; Quantity vs Baseline
20: z =251, p = 0.012; Quantity vs Baseline 30: z = 3.25, p = 0.001).
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*Means are reported on the boxes (standard deviations in parentheses).

Result 2: The highest average quantity of HQ goods is produced in the
Quality treatment, while the lowest is produced in the Quantity treatment.

This result is supported also by an OLS estimation in which we control for age, gender,
number of mistakes in the control questions, Prolific score, student status and beliefs in the case of
the treatments in which the financier is present (Table 1).
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@ O]

Full sample  With financier

QUANTITY -2.840*** .2 758***
(0.437) (0.406)
FIXED -1.793*** -1 653*%**
(0.439) (0.410)
THRESHOLD -1.657*** -1.656***
(0.444)  (0.413)
BASELINE 20 -1.638***
(0.475)
BASELINE 30 -1.126**
(0.470)
BELIEF 1.188***
(0.383)
MISTAKES 0.0653 0.0294
(0.171)  (0.172)
AGE -0.0187 -0.00820
(0.0193)  (0.0213)
PROLIFIC SCORE 0.125 0.141
(0.110) (0.122)
FEMALE -0.247 -0.446
(0.263) (0.303)
STUDENT -0.271 -0.0587
(0.305) (0.341)
CONSTANT -5.887 -8.727

(11.02)  (12.23)

Observations 596 398
R-squared 0.078 0.141

OLS, standard errors in parentheses. Dependent variable:
number of high-quality goods produced by the worker
(from 0 to 10).

The benchmark condition is QUALITY treatment.
QUANTITY, THRESHOLD, FIXED, BASELINE 20 and
BASELINE 30 are dummy variables assuming a value
equal to 1 in the corresponding treatment and 0 elsewhere.
BELIEF: dummy variable assuming value equal to 1 if the
worker expects to be financed; MISTAKES: number of
mistakes made in responding to the control questions;
FEMALE: dummy variable assuming a value equal to 1 if
the subject is female; PROLIFIC SCORE: score that starts
at 100 and decrease if a subject’s study is rejected.
STUDENT: dummy variable assuming a value equal to 1 if
the subject is a student. Estimation of a Tobit model
provides the same results.

*** significant at 1%; ** significant at 5%; * significant at
10%.

Table 1 - Determinants of workers’ decisions to produce high-quality goods.
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Going back to the distributions of HQ goods across treatments (figure 9), in the two Baseline
conditions, in which workers reveal their preferences for the production plans without the need to
respond to any external incentives, we observe three peaks in common: at 0, at 5 and at 10 HQ.

Result 3: In the Baseline conditions, when the financier is not present, we
can identify three main types of behaviors: workers producing zero HQ
goods (in accordance with the self-interest hypothesis HOa), workers
producing five HQ goods, and workers producing ten HQ goods, with
greatest benefits for the beneficiary.

In Baseline 20, 25% of workers produce 0 HQ goods, 26% produce 5 HQ and 26% produce
more than 5 HQ goods.

Moving from Baseline 20 to Baseline 30, we observe a positive income effect: an increase of
the initial endowment of the workers, from 20 to 30 points, resulted in an increase of the number of
them who decided to produce 10 HQ goods, (one-sided proportion test: z = 1.67, p = 0.047). In this
condition, 26% of workers produce 0 HQ goods, 24% produce 5 HQ and 35% produce more than 5
HQ goods.

Result 4: In the Baseline conditions, an increase in their endowment results
in a significant increase in the proportion of workers who decide to produce
10 HQ goods, maximizing the beneficiary’s payoff.

In the Fixed treatment, in which the financier’s payoff does not depend on the worker’s
production plan, 26% of workers produce 0 HQ goods, 30% produce 5 HQ and 25% produce more
than 5 HQ goods. These percentages are not different from those observed in Baseline 20.

Result 5: The introduction of a financier whose payment does not depend on
the workers choice (treatment Fixed) does not have a significant impact on
the production of HQ goods with respect to the case in which the financier
is absent (Baseline 20).

Moving from the Fixed to the Quality treatment, we observe an increase in the total amount
of HQ goods produced by workers, with 11% of workers producing 0 HQ goods (significantly lower
than the Fixed: z = 2.73 p = 0.006), 21% produce 5 HQ and 55% produce more than 5 HQ goods,
reaching a production of 10 HQ goods in 22% of workers (significantly higher than the Fixed: z =
2.09 p = 0.03).

Result 6: The introduction of a financier whose payment increases with the
beneficiary’s payoff (treatment Quality) results in a significant increase in
the proportion of workers producing 10 HQ goods and a significant
decrease in the number of workers producing 0 HQ goods compared to the
case in which the financier payoff is fixed.

Moving from the Quality to the Quantity treatment, we observe that in the latter 32% of
workers produce 0 HQ goods (significantly higher than the Quality: z = 3.61 p < 0.01), 15% produce
5 HQ and only 15% produce more than 5 HQ goods, reaching a production of 10 HQ goods in 6% of
workers (significantly lower than the Quality: z =3.26 p < 0.01).
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Result 7: When the financier’s payment increases with the total number of
goods produced, independently of their quality (treatment Quantity), the
proportion of workers producing 10 HQ goods is significantly lower than in
the Quality treatment, while the proportion of workers producing 0 HQ
goods is higher than in the Quality treatment.

Finally, in treatment Threshold we observe a clear convergence on the threshold of 3 HQ
goods, with corresponding significant decrease in the proportion of workers producing less or more
than 6 HQ goods with respect to the Quality treatment.

Result 8: When the worker’s choice cannot be observed and measured with
precision, and the financier’s payment is higher for the attainment of a
minimum number of 3 HQ goods, the majority of workers converge on the
threshold.

4.2 Workers’ beliefs

Examining workers’ choices in relation to their beliefs about the possibility of being financed
by the financier reveals interesting insights across different treatments. The only two treatments
where we observe a significant and positive correlation between the variables are the Quality and the
Threshold treatments (with Spearman’s rho coefficient of 0.41, p < 0.01 and 0.20, p = 0.048
respectively).

In the Fixed treatment, workers appear to be uncertain about the type of financier they
encounter, particularly regarding whether the financier rewards the production of a high number of
HQ goods or a low number of HQ goods. This uncertainty is reflected in the lack of a significant
correlation between the number of HQ goods produced and the belief that they will be financed (rho
= 0.15, p = 0.14). Consequently, this ambiguity leads to a mode of 5 HQ goods among workers.
Notably, one-third of those who produce 5 HQ goods do not expect to receive financing (see also
figure 9, c).

In the Quality treatment, the probability of expecting to be financed is positively correlated
with the number of HQ goods produced (rho = 0.41, p <0.01). Nearly all workers who produce more
than 5 HQ goods believe they will be financed, with the exception of one worker who produced 6 HQ
goods. A significant number of workers choose to produce 5 HQ goods, positioning themselves at
the point where the financier should be indifferent between financing and not financing. However, a
quarter of these workers do not expect to be financed (see figure 9, d).

In the Quantity treatment, workers appear to expect financiers to approve their choices
regardless of whether they produce LQ goods (aligning with the financier’s and their own interest) or
HQ goods (aligning with the beneficiary’s interest). Specifically, 85 workers produce between 0 and
5 HQ goods, and 71 of them believe they will receive financing. Additionally, 15 workers produce
between 6 and 10 HQ goods, with 10 of them believing they will receive financing (see figure 9, e).
In this treatment, there is no significant correlation between the number of HQ goods produced and
the belief of being financed (rho = -0.14, p = 0.16).
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In the Threshold treatment, only 8 workers produce fewer than 3 HQ goods, and only two of
these workers expect to be financed. Conversely, of the 92 workers who produce 3 or more HQ goods,
89 expect to receive financing (see figure 9, 1).

4.3 Financier choices

In the Fixed treatment, there is a positive and significant correlation between the number of
HQ goods produced and the decision to finance (rho = 0.3721, p < 0.01). This indicates that financiers
tend to reward workers who produce HQ goods and penalize those who produce LQ goods. This
behavior is further supported by the positive correlation between the score assigned in the assessment
question and the decision to finance (rho = 0.65, p < 0.01).”

In the Quality treatment, there is a positive and significant correlation between the number of
HQ goods produced and the decision to finance (rho = 0.59, p < 0.01). Similarly, there is a positive
correlation between the score assigned in the assessment question and the decision to finance (rho =
0.50, p < 0.01). Specifically, 80% of workers who produce 5 or fewer HQ goods are not financed,
while 65% of those who produce more than 5 HQ goods receive financing, with 100% of workers
who produce 10 HQ goods being financed.

In the Quantity treatment, there is a negative but not significant correlation between the
number of HQ goods produced and the decision to finance (rho = -0.15, p = 0.12). However, there is
a positive correlation between the score assigned in the assessment question and the decision to
finance (rho = 0.47, p < 0.05). Notably, not all workers who choose to produce 0 HQ goods, thereby
maximizing the financier’s and their own payoff at the expense of the beneficiary, receive financing.

Finally, in the Threshold treatment, financiers only see whether a worker produced fewer than
3 HQ goods (below the threshold) or at least 3 HQ goods (above the threshold). In the first case,
financiers choose to finance only 2 out of 8 workers who produce below the threshold, giving an
average score of 2.14. In the second case, financiers choose to finance 89 out of 92 workers who
produce above the threshold, with an average score of 4.15.

Overall, the financiers’ choices and assessments across all treatments demonstrate a nuanced
response to workers’ production strategies, revealing preferences for high-quality outputs and a keen
awareness of the potential impact on beneficiaries. Figure 11 displays the choice of financiers
(financing vs non-financing) depending on the number of HQ goods produced by workers.
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Figure 11 - Workers choices and financiers’ decisions.

5. Discussion

5.1 Comments to results

Our work started from the acknowledgment of several movements that emerged in recent
decades for funding welfare interventions, by offering new financial instruments to convey private
capital to the Third Sector in order to create positive social impact combined with economic returns
(Agrawal and Hockerts, 2019; Daggers and Nicholls, 2016; Hochstadter and Scheck, 2015).

The debate on the effective application of these instruments has so far focused on the methods
of assessment and social impact measurement for return on invested capital, neglecting the role of the
motivations that drive the involved agents (investors and social entrepreneurs) to act. For this reason,
our efforts have concentrated on investigating the impact of different financial instruments on the
motivations of social enterprise stakeholders.

Our study sheds light on several key points: firstly, we observe the extent to which individuals
exhibit pro-social behavior in the absence of explicit incentives. Secondly, we investigate the impact
of increased available funds on decision-making. Thirdly, we explore how the presence of a funding
agent, with variable remuneration mechanisms, influences agents’ behavior. Our results indicate that
financing mechanisms can play a crucial role in shaping worker behavior.
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We observe that pro-social behavior exists among workers, as evidenced by peaks among
different player types when the external financier is absent or when her payoff is not tied to the
worker’s decisions. In the absence of external incentives, workers displayed a range of behaviors,
from purely self-interested to pro-social. In particular, in our Baseline conditions, we observe a
distribution of dispositional types in the population, with three distinct groups. One group displays
self-interested behavior, producing zero HQ goods to maximize their own payoff. Another group
exhibits pro-social behavior, producing the maximum number of HQ goods to maximize the
beneficiary's payoff, which in this case is equal to that of the worker. The third group falls in between,
choosing to produce 5 HQ goods. This choice results in a balanced distribution of payoffs, slightly
favoring the worker, who receives more while still leaving some earnings for the beneficiary.

The introduction of an increased endowment in Baseline 30 led to a significant increase in the
proportion of workers choosing to produce the maximum number of HQ goods, suggesting a positive
income effect, benefiting the beneficiary.

The most interesting results pertain to our treatment conditions, where the financier can decide
to provide additional funds to the worker, and is repaid conditional on some dimensions. Hence we
specifically explore whether pro-social motivations can be maintained in case the form of financing
of social projects, and hence at least in part the goal of the productive organizations, are redirected so
to fit into a market logic and with profit goal of private investors. From the perspective of business
ethics, the question is whether the profit goal and pro-social motivations of social workers, aiming at
social justice and welfare, are compatible or may engender a conflict dooming the organization to
fail.

Our results indicate that when financiers’ payments were independent of the worker’s
production plan (Fixed treatment), workers showed no significant deviation from their behavior in
absence of financing. This suggests that workers may not be influenced by the presence of a financier
if there are no additional incentives tied to their production choices.

On the other hand, when financiers’ payments were contingent on the quality of goods
produced (Quality treatment), workers responded by significantly increasing the production of HQ
goods, indicating a strong alignment between their behavior and the financier’s incentives. This
suggests that workers are responsive to financial incentives, even when these are designed to favor
financiers and indirectly affect workers.

However, treatment variations in our study reveal that this result is possible only when the
quality of welfare products and services can be observed, measured, and linked to financial
instruments in a precise manner. Whenever measurement is poor or costly, this might translate into
perverse effects on pro-social motivations and workers’ behavior.

In the Quantity treatment, financiers’ payments were based solely on the total number of goods
produced, irrespective of their quality. Workers displayed a mixed response, with some still
producing HQ goods, but overall, there was a decrease in the production of HQ goods compared to
the Quality treatment. This indicates that when financiers’ payments are tied solely to quantity,
workers may prioritize quantity over quality, to the detriment of the welfare of the beneficiaries.

In the Threshold treatment, financiers’ payments were contingent on whether workers met a
minimum threshold of HQ goods. Here, workers converged on the threshold, with a significant
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decrease in the proportion of workers producing less or more than the threshold. This suggests that
workers respond to clear performance thresholds set by financiers.

Our findings suggest that workers navigate a complex interplay between their own
motivations and the incentives provided by funding mechanisms. The awareness that their chance of
receiving funding depends on the financier’s choice prompts workers to carefully consider the
tradeoff between personal motivations and external incentives. Moreover, poor measurement
practices can significantly impact worker behavior, highlighting the importance of accurate
performance metrics.

5.2 Business ethics implications and conclusions

Several contributions have shed light on the contested nature of impact (Hockerts et al., 2022),
with various notions of materiality themselves being disputed. It is clear that different stakeholders
have varying interests in identifying impact, whether for investors, social enterprises, or beneficiaries.
Power dynamics often prioritize the interests of certain groups, as evidenced by the divergence
between managers and investors, among investors with different interests, and various stakeholders
(Lehner et al., 2022). This complexity underscores the importance of normative frameworks, such as
a theory of justice, in capturing the measure of impact. Utilizing normative theories can help address
the ethical considerations inherent in impact measurement, aligning with values of well-being and
justice for beneficiaries.

Normative frameworks, such as justice theory, offer valuable insights into navigating the
complexities of impact measurement and ethical behavior. Additionally, the influence of institutional
structures on moral preferences highlights the need for policymakers and organizations to consider
the impact of institutional design on ethical behavior and prioritize alignment with social objectives.
Ultimately, the study suggests that institutional frameworks play a significant role in shaping ethical
preferences and behavior, with implications for the pursuit of social welfare and justice.

Diverse normative ethics theories offer support and justification for different organizational
forms. For instance, libertarian theories (Nozick, 1974) may advocate for maximizing shareholder
value, as managers’ sole fiduciary duty is owed to property rights holders. In contrast, social contract
or Rawlsian perspectives on social justice may provide a rationale for socially responsible
corporations that endorse an extended model of corporate governance, with fiduciary duties owed to
all corporate stakeholders based on principles of justice (Sacconi, 2006; 2011). These normative
views may also provide a basis for making sense of the social justice purposes, often embraced by
social enterprises or non-profit organizations (Grimalda and Sacconi, 2005). Our conjecture is that
social enterprises, as part of the social welfare system, are grounded on some understanding of the
social contract, and on the other hand their employees and entrepreneurs derive intrinsic motivations
from their sharing of a sense of justice and commitment to the public good and welfare of
disadvantaged persons. This thesis has been formulated through various works on ‘conformity
preferences’ (Grimalda and Sacconi, 2005; Sacconi, 2007; Cecchini Manara and Sacconi, 2019),
which allow social enterprises to be explained as stable institutions insofar as they are in equilibrium.
Preferences are influenced by the constitutive agreement on the institutional form and are activated
by the beliefs generated in that institutional form.
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Beyond normative considerations about which theory of organizational justice may support
which institutional form (Phillips and Margolis, 1999), hence also the ‘realism’ of ethical theories
can be enquired (Nagel, 1986). This means to enquire whether a normative view, that theoretically
aligns with an organizational form also influences the preferences and behaviors of those who
participate in the organization (Donaldson and Robertson, 2019). This raises questions about whether
individuals within an organization are inclined to support its aims and adhere to its norms based on
their ethical beliefs. The experimental method is particularly relevant for this kind of inquiry
(Francés-Gomez et al., 2015).

Summing up, this line of research suggests that the broad range of justice or ethical views,
often regarded as the ethical foundation of organizational forms such as social enterprises, nonprofits,
or low-profit organizations, allow for predicting the behavior of organizational members in terms of
their alignment with the organization’s norms and goals. Essentially, the aim is to determine if
normative theories that provide justification for these organizational forms also effectively shape and
predict the behavior of organizational members in practice.

This study casts new light on this conjecture, supported by evidence that pro-social
preferences develop in conjunction with complementary institutional rules. It suggests that
preferences and behavior of organizational members that are consistent with some ethical view, are
also strongly contingent on the organizational form and its coherence in all its relevant parts with the
given normative view. This intricate relationship between institutional frameworks and individual
preferences - as argued by Elinor Ostrom (2005) - suggests a mutual reinforcement: institutional rules
shape pro-social preferences, which in turn uphold and stabilize institutional arrangements.
Preferences (pro-social preferences and self-interested preferences as well) are not given
independently once for all or primitively. They are complementary with given institutions, and the
ethical theory implicit in it. Therefore, they easily may be crowded out or corrupted even due to partial
changes in the organizational form.

This plasticity of preferences vis-a-vis institutional forms is particularly evident in social
enterprises and nonprofit organizations, where pro-social preferences align with the organizations’
objectives of social welfare and justice for beneficiaries. However, such plasticity is deeply
contingent on the coherence of the institutional and organizational form with the principle of justice
and the ethical view that aligns with it. A partial change in the organizational form, such as the terms
under which financial investors are paid, can compromise the coherence with the ethical model. This
can disrupt the complementarity between the institutional structure and individual preferences,
causing preferences to be shaped by an alternative organizational model rather than the normative
theory aligned with the institutional form. As it is said in the case of ‘framing’, it depends on what
part of the fragmented organizational form elicits the relevant system of beliefs and preferences.
Consequently, the normative theory under consideration may lose much of its motivational realism.
Importantly, the study reveals that moral preferences are not inherently fixed but can be shaped by
institutional arrangements and may be corrupted by changes in incentive structures.

In conclusion, our research underscores the importance of considering the profound impact of
institutional structures and objectives on shaping individual preferences. We demonstrate that pro-
social preferences, often assumed to be ‘natural’, ‘spontaneous’ or ‘objective’, are on the contrary
fragile and contingent upon the institutional context and can evolve with apparently small changes in
institutional mechanisms. For instance, alterations in the remuneration mechanism of an external
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financier, that becomes a secondary goal for the worker, can reshape the mental model through which
workers perceive the purpose of their activity, leading to a shift from pro-social to self-interested
preferences. This dynamic is exemplified in our study, where variations in the financier’s
remuneration scheme influence workers’ preferences, steering them towards outcomes aligned with
the revised institutional objectives, albeit potentially diverging from the organization’s original
mission. As economic institutions are social constructions, they can be created through collective
choices, agreements, conventions and mutual understanding, and also framed according to some
ethical view or idea of justice. As a whole, the delicate equilibrium of complementarities between
institutional form and preferences results to be fragile and may collapse for apparently minor
organizational changes.
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Appendices

All the supplementary material can be retrieved at:

https://osf.io/8jgny/?view_only=38a6ab7662a5431688ded1852b510780

Appendix A — Instructions

Appendix B — Payoffs calculation

Appendix C — Demographics

Appendix D — Financiers assessments and consistency
Appendix E — Beneficiaries decisions

+ Database
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https://osf.io/8jqny/?view_only=38a6ab7662a5431688ded1852b510780

! Note that for simplifying reasons, we assume that the beneficiary paired with a worker is only one, and receives
all the goods produced by the worker, and that the beneficiary’s payoff increases with the number of goods received and
with their quality. This is obviously a simplification, both because usually service providers offer services to a wide range
of beneficiaries, and more importantly because several welfare goods require a personalized effort to find the better
treatment.

2 The complete payoff tables corresponding to the Figures of this section are available in Appendix B.

3 The full instructions are available in Appendix A.

4 Compared to the traditional laboratory experiments, the online recruiting has both advantages and
disadvantages. The greatest advantages are the average cost of an observation, the instantaneous recruitment and the
subjects’ sample, which is more representative of the general population compared to the canonical cohorts of students
usually involved in standard laboratory experiments. The main shortcoming is the reduced control over the subjects taking
part in the study. However, so far many studies have tried to demonstrate the validity and the quality of the data collected
through online experimental procedures (Paolacci et al., 2010). These studies did so mainly reproducing the results of the
standard games, like for instance the prisoner’s dilemma (Horton et al., 2011) or the ultimatum game (Rand, 2012).

® For a short of Beneficiaries’ beliefs see Appendix F.

& All the comparison of this section are based on this type of test.

" In general, financier’s decisions are consistent, in the sense that given the same quantity of HQ goods produced
by two or more workers the financier either finance or not finance all these workers. We observe only one case of
inconsistent choice in the Fixed treatment and in the Threshold, and five in the Quality treatment (see Appendix D).

34



List of Figures and Tables

Figure 1 - The production possibilities of the worker (TYPE 1 correspond to LQ goods; TYPE
2 correspond to HQ goods).

Figure 2 - Worker’s and Beneficiary’s payoffs (Baseline 20 and Baseline 30).

Figure 3 - The matching between financiers, workers and beneficiaries.

Figure 4 - Worker’s, Financier’s and Beneficiary’s payoffs (Fixed).

Figure 5 - Worker’s, Financier’s and Beneficiary’s payoffs (Quality).

Figure 6 - Worker’s, Financier’s and Beneficiary’s payoffs (Quantity).

Figure 7 - Worker’s, Financier’s and Beneficiary’s payoffs (Threshold).

Figure 8 - Experimental Design: baseline conditions and treatments.

Figure 9 - Distributions of the number of HQ goods produced by workers across treatments.

Figure 10 - Number of high-quality goods produced by the workers*.

*Means are reported on the boxes (standard deviations in parentheses).

Figure 11 — Workers choices and financiers’ decisions.

Table 1 - Determinants of workers’ decisions to produce high-quality goods.

35



References

Agrawal, Anirudh and Hockerts, Kai (2019), Impact investing strategy: Managing conflicts
between impact investor and investee social enterprise, Sustainability, 11(15), 4117.
https://doi.org/10.3390/su11154117

Anheier, Helmut K. and Krlev, Gorgi (2014), Welfare Regimes, Policy Reforms, and
Hybridity, American Behavioral Scientist, 58(11), 1395-1411.
https://doi.org/10.1177/0002764214534669

Arrow, Kenneth J. (1963), Uncertainty and the Welfare Economics of Medical Care, The
American Economic Review, 53(5), 941-973.

Ashraf, Nava and Bandiera, Oriana (2018), Social Incentives in Organizations, Annual Review
of Economics, 10, 439-463. https://doi.org/10.1146/annurev-economics-063016-104324

Ashraf, Nava, Bandiera, Oriana and B. Kesley, Jack (2014), No margin, no mission? A field
experiment on incentives for public service delivery, Journal of Public Economics, 120, 1-17.
https://doi.org/10.1016/J.JPUBECO0.2014.06.014

Barman, Emily (2016), Caring Capitalism: The Meaning and Measure of Social Welfare.
Cambridge University Press, New York. ISBN 978-1-107-08815-3.

Bénabou, Roland and Tirole, Jean (2006), Incentives and Prosocial Behavior, American
Economic Review, 96(5), 1652-1678. DOI: 10.1257/aer.96.5.1652

Besley, Timothy and Ghatak, Maitreesh (2005), Competition and Incentives with Motivated
Agents, American Economic Review, 95 (3), 616-636. DOI: 10.1257/0002828054201413

Besley, Timothy and Ghatak, Maitreesh (2017), Profit with purpose? A theory of social
enterprise, American Economic Journal: Economic Policy, 9(3), 19-58.
https://doi.org/10.1257/pol.20150495

Besley, Timothy and Ghatak, Maitreesh (2018), Prosocial Motivation and Incentives, Annual
Review of Economics, 10, 411-438. https://doi.org/10.1146/annurev-economics-063016-103739

Bishop, Matthew, and Green, Michael (2015), Philanthrocapitalism Rising, Society, 52, 541-
548. https://doi.org/10.1007/s12115-015-9945-8

Borzaga, Carlo (2013), Social Enterprise, in: Handbook on the Economics of Philanthropy,
Reciprocity and Social Enterprise, by Stefano Zamagni and Luigino Bruni (Eds), Edward Elgar
Publishing, 318-326. ISBN: 978-1-84980-463-9.

Borzaga, Carlo and Tortia, Ermanno (2006), Worker Motivations, Job Satisfaction, and
Loyalty in Public and Nonprofit Social Services, Nonprofit and Voluntary Sector Quarterly, 35(2),
225-248, DOI: 10.1177/0899764006287207.

36



Bowles, Samuel (2008), Policies Designed for Self-Interested Citizens May Undermine the
Moral Sentiments: Evidence from Economic Experiments, Science, 320(5883), 1605-1609,
https://doi.org/10.1126/science.1152110.

Brosig-Koch, Jeannette, Hennig-Schmidt, Heike, Kairies-Schwarz, Nadja and Wiesen, Daniel
(2016), Using Artefactual Field and Lab Experiments to Investigate How Fee-For-Service and
Capitation Affect Medical Service Provision, Journal of Economic Behavior & Organization, 131(B),
17-23. https://doi.org/10.1016/j.jeb0.2015.04.011

Bull, Michael, Ridley-Duff, Rory, Whittam, Geoffrey and Baines, Susan (2018), Challenging
tensions and contradictions: Critical, theoretical and empirical perspectives on social enterprise,
International Journal of Entrepreneurial Behavior & Research, 24(3), 582-586.
https://doi.org/10.1108/1JEBR-05-2018-526

Camerer, Colin and Thaler, Richard H. (1995). Anomalies: Ultimatums, Dictators and
Manners, Journal of Economic Perspectives, 9(2), 209-219. DOI: 10.1257/jep.9.2.209

Carpenter, Jeffrey and Gong, Erick (2016), Motivating Agents: How much does the mission
matter?, Journal of Labor Economics, 34(1), 211-236. https://doi.org/10.1086/682345

Carter, Eleanor and Whitworth, Adam (2015), Creaming and Parking in Quasi-Marketised
Welfare-to-Work Schemes: Designed Out Of or Designed In to the UK Work Programme?, Journal
of Social Policy, 44(2), 277-

Cassar, Lea, and Meier, Stephan (2018), Nonmonetary incentives and the implications of work
as a source of meaning, Journal of Economic Perspectives, 32(3), 215-238. DOI:
10.1257/jep.32.3.215

Cecchini Manara, Virginia, and Sacconi, Lorenzo (2019), “Compliance with socially
responsible norms of behaviour: reputation vs. conformity”, EconomEtica Working Paper nr. 73.
http://www.econometica.it/wp/wp73.pdf

Charness, Gary, Cobo-Reyes, Ramdn and Sanchez, Angela, (2016), The effect of charitable

giving on workers’ performance: Experimental evidence. Journal of Economic Behavior &
Organization, 131(A), 61-74. https://doi.org/10.1016/j.jebo.2016.08.009

Chen, Daniel L., Schonger, Martin and Wickens, Chris (2016), oTree - An open-source
platform for laboratory, online, and field experiments, Journal of Behavioral and Experimental
Finance, 9, 88-97. https://doi.org/10.1016/j.jbef.2015.12.001

Chen, K. K., Lune, H., & Queen, E. L. (2013). How Values Shape and Are Shaped by
Nonprofit and Voluntary Organizations: The Current State of the Field. Nonprofit and Voluntary
Sector Quarterly, 42(5), 856-885. https://doi.org/10.1177/0899764013480273

Corduneanu, Roxana, Dudau, Adina, and Kominis, Georgios (2020), Crowding-in or
crowding-out: the contribution of self-determination theory to public service motivation, Public
Management Review, 22(7), 1070-1089. https://doi.org/10.1080/14719037.2020.1740303

37



Daggers, Jess, and Nicholls, Alex (2016), “Academic Research into Social Investment and
Impact Investing”, from: Routledge Handbook of Social and Sustainable Finance, Routledge.

Defourny, Jacques and Nyssens, Marthe (2010), Conceptions of Social Enterprise and Social
Entrepreneurship in Europe and the United States: Convergences and Divergences, Journal of Social
Entrepreneurship, 1(1), 32-53. https://doi.org/10.1080/19420670903442053

Degli Antoni, Giacomo, Faillo, Marco, Francés-Gémez, Pedro and Sacconi, Lorenzo (2022),
Liberal egalitarian justice in the distribution of a common output. Experimental evidence and
implications for effective institution design, Journal of Institutional Economics, 18(6), 901-918.

Donaldson, Thomas, and Robertson, Diana (2019), “Corporate Ethics”. Oxford Research
Encyclopedia of Business and Management. https://doi.org/10.1093/acrefore/9780190224851.013.13

Dowling, Emma (2016), In the Wake of Austerity: Social Impact Bonds and the
Financialisation of the Welfare State in Britain, New Political Economy, 22(3), 294-310,
http://dx.doi.org/10.1080/13563467.2017.1232709

Duflo, Esther, Dupas, Pascaline and Kremer, Michael (2015), School governance, teacher
incentives, and pupil-teacher ratios: Experimental evidence from Kenyan primary schools, Journal
of Public Economics, 123, 92-110. https://doi.org/10.1016/j.jpubeco.2014.11.008

Duflo, Esther, Hanna, Rema and Ryan, Stephen P. (2012), Incentives work: Getting teachers
to come to school, American Economic Review, 102(4). https://doi.org/10.1257/aer.102.4.1241

Ebrahim, Alnoor and Rangan, V. Kasturi (2014), What Impact? A Framework for Measuring
the Scale and Scope of Social Performance, California Management Review, 56(3), 118-141.
https://doi.org/10.1525/cmr.2014.56.3.118

Edmiston, Daniel and Nicholls, Alex (2018), Social Impact Bonds: The Role of Private
Capital in Outcome-Based Commissioning, Journal of Social Policy, 47(1), 57-76.
doi:10.1017/S0047279417000125

Faillo, Marco, Ottone, Stefania, and Sacconi, Lorenzo (2015). The social contract in the
laboratory. An experimental analysis of self-enforcing impartial agreements. Public Choice, 163(3—
4), 225-246. https://doi.org/10.1007/s11127-015-0246-y

Finocchiaro Castro, Massimo, Guccio, Calogero and Romeo, Domenica (2024), Looking
inside the lab: a systematic literature review of economic experiments in health service provision,
The European Journal of Health Economics. https://doi.org/10.1007/s10198-023-01662-y

Forsythe, Robert, Horowitz, Joel, Savin, N.E. and Sefton, Martin (1994), Fairness in Simple
Bargaining Experiments, Games  and Economic Behavior, 6(3), 347-369.
https://doi.org/10.1006/game.1994.1021

Francés-Gomez, Pedro, Lorenzo Sacconi, and Marco Faillo, (2015), “Experimental
Economics as a Method for Normative Business Ethics.” Business Ethics: A European Review 24
(July): S41-53. doi:10.1111/beer.12096.

38



Frechtling, J. A. (2015). Logic Models. International Encyclopedia of the Social & Behavioral
Sciences: Second Edition, 299-305. https://doi.org/10.1016/B978-0-08-097086-8.10549-5

Frey, Bruno S. (1997), Not Just For the Money: An Economic Theory of Personal Motivation.
Edward Elgar Publishing.

GIIN (2021), What is impact investing? The Global Impact Investing Network (GIIN). Cham:
GIIN.

Godager, Geir, Hennig-Schmidt, Heike and Iversen Tor (2016), Does Performance Disclosure
Influence Physicians” Medical Decisions? An Experimental Study, Journal of Economic Behavior &
Organization, 131(B), 36-46. https://doi.org/10.1016/].jebo.2015.10.005

Green, Ellen P. (2014), Payment systems in the healthcare industry: an experimental study of
physician incentives, Journal of Economic Behavior & Organization, 106, 367-378.
https://doi.org/10.1016/j.jebo.2014.05.009

Grimalda, Gianluca and Sacconi, Lorenzo (2005), The Constitution of the Not-For-Profit
Organisation: Reciprocal Conformity to Morality, Constitutional Political Economy, 16(3), 249-276.
https://doi.org/10.1007/s10602-005-2833-2

Haffar, Merriam and Searcy, Cory (2019), How organizational logics shape trade-off
decision-making in sustainability, Long Range Planning, 52(6), 1-26.
https://doi.org/10.1016/j.1rp.2019.101912

Hahn, Tobias, Figge, Frank, Pinkse, Jonatan, and Preuss, Lutz (2018). A Paradox Perspective
on Corporate Sustainability: Descriptive, Instrumental, and Normative Aspects. Journal of Business
Ethics, 148(2), 235-248. https://doi.org/10.1007/s10551-017-3587-2

Hahn, Tobias, Pinkse, Jonatan, Preuss, Lutz and Figge, Frank (2015), ensions in Corporate
Sustainability: Towards an Integrative Framework, Journal of Business Ethics, 297-316.
https://doi.org/10.1007/s10551-014-2047-5

Hansmann, Henry B. (1980), The Role of Nonprofit Enterprise, The Yale Law Journal, 89(5),
835-901. https://doi.org/10.2307/796089

Hatry, Harry P. (2006). Performance Measurement: Getting Results. The Urban Institute
Press, Washington D.C. ISBN 0-87766-734-9.

Hennig-Schmidt, Heike, Selten, Reinhard and Wiesen, Daniel (2011), How Payment Systems
Affect Physicians’ Provision Behavior - An Experimental Investigation, Journal of Health
Economics, 30(4), 637-646, https://doi.org/10.1016/j.jhealeco.2011.05.001

Hochstadter, Anna Katharina, and Scheck, Barbara (2015), “What’s in a Name: An Analysis
of Impact Investing Understandings by Academics and Practitioners”, Journal of Business Ethics,
132:449-475.

39



Hockerts, Kai and Searcy, Cory (2023), How to Sharpen Our Discourse on Corporate
Sustainability and Business Ethics - A View from the Section Editors, Journal of Business Ethics,
187, 225-235, https://doi.org/10.1007/s10551-023-05386-0

Hockerts, Kai, Hehenberger, Lisa, Schaltegger, Stefan and Farber, Vanina (2022), Defining
and conceptualizing impact investing: Attractive nuisance or catalyst?, Journal of Business Ethics,
179, 937-950. https://doi.org/10.1007/s10551-022-05157-3

Horton, John J., Rand, David G. and Zeckhauser, Richard J. (2011), The online laboratory:
Conducting experiments in a real labor market, Experimental Economics, 14, 399-425.
https://doi.org/10.1007/s10683-011-9273-9

Imas, Alex (2014), Working for the “warm glow”: On the benefits and limits of prosocial
incentives, Journal of Public Economics, 114, 14-18. https://doi.org/10.1016/j.jpubeco.2013.11.006

Kahneman, Daniel, Knetsch, Jack and Thaler, Richard H. (1986), Fairness and the
Assumptions of Economics, Journal of Business, 59(4), 285-300.
https://www.jstor.org/stable/2352761

Kamenica, Emir (2012), Behavioral Economics and Psychology of Incentives, Annual
Review of Economics, 4, 427-452. https://doi.org/10.1146/annurev-economics-080511-110909

Kannampuzha, Merie and Hockerts, Kai (2019), Organizational Social Entrepreneurship:
Scale Development and Validation, Social Enterprise Journal, 15(3), 290-3109.
https://doi.org/10.1108/SEJ-06-2018-0047

Karunadasa, Manela, Sieberg, Katri K. and Jantunen, Toni Tapani Kristian (2023), Payment
Systems, Supplier-Induced Demand, and Service Quality in Credence Goods: Results from a
Laboratory Experiment, Games, 14(3), 46. https://doi.org/10.3390/g14030046

Konow, James (2003), Which Is the Fairest One of All? A Positive Analysis of Justice
Theories. Journal of Economic Literature, 41(4), 1188-1239. DOI: 10.1257/002205103771800013

Lagarde, Myléne, and Blaauw, Duane (2017), Physicians’ responses to financial and social
incentives: A medically framed real effort experiment, Social Science & Medicine, 179, 147-159.
https://doi.org/10.1016/j.socscimed.2017.03.002

Lazear, Edward P. (2018), Compensation and Incentives in the Workplace, Journal of
Economic Perspectives, 32(3), 195-214. DOI: 10.1257/jep.32.3.195

Lazear, Edward P. (2018), Compensation and Incentives in the Workplace, Journal of
Economic Perspectives, 32(3), 195-214. https://doi.org/10.1257/jep.32.3.195

Lehner, Othmar Manfred, Nicholls, Alex and Kapplmdller, Sarah Beatrice (2022), Arenas of
Contestation: A Senian Social Justice Perspective on the Nature of Materiality in Impact
Measurement, Journal of Business Ethics, 179, 971-989. https://doi.org/10.1007/s10551-022-05158-
2

40



Lindenberg, Siegwart (2017), “The Dependence of Human Cognitive and Motivational
Processes on Institutional Systems” in: Social dilemmas, institutions, and the evolution of
cooperation, edited by Ben Jann and Wojtek Przepiorka, Berlin, Boston: De Gruyter Oldenbourg,
2017, pp. 85-106. https://doi.org/10.1515/9783110472974-005

Lohmann, Julia, Houlfort, Nathalie and De Allegri, Manuela (2016), Crowding out or no
crowding out? A Self-Determination Theory approach to health worker motivation in performance-
based financing, Social Science and Medicine, 169, 1-8.
https://doi.org/10.1016/j.socscimed.2016.09.006

McGoey, Linsey (2014), The Philanthropic State: Market-State Hybrids in the
Philanthrocapitalist Turn, Third World Quarterly, 35(2), 109-125.
https://doi.org/10.1080/01436597.2014.868989

Moran, Michael, and Ward-Christie, Libby (2022), Blended social impact investment
transactions: Why are they so complex?, Journal of Business Ethics 179, 1011-1031.
https://doi.org/10.1007/s10551-022-05153-7

Munik, J., Pinheiro de Lima, E., Deschamps, F., Gouvea Da Costa, S.E., Van Aken, E.M.,
Almeida Prado Cestari, J.M., Moura, L.F. and Treinta, F. (2021), Performance measurement systems
in nonprofit organizations: an authorship-based literature review, Measuring Business Excellence,
25(3), 245-270. http://dx.doi.org/10.1108/MBE-05-2020-0069

Nagel, T. (1986), The View from Nowhere. New York: Oxford University Press.

Nicholls, Alex (2010), The Institutionalization of Social Investment: The Interplay of
Investment Logics and Investor Rationalities, Journal of Social Entrepreneurship, 1(1), 70-100.
https://doi.org/10.1080/19420671003701257

Nozick, Robert (1974), Anarchy, State, and Utopia. Basic Books. ISBN 978-0465097203

Oxholm, Anne Sophie, Di Guida, Sibilla and Gyrd-Hansen, Dorte (2021), Allocation of health
care under pay for performance: Winners and losers, Social Science & Medicine, 278, 113939.
https://doi.org/10.1016/j.socscimed.2021.113939

Ostrom, Elinor (2005), Understanding Institutional Diversity. Princeton NJ: Princeton
University Press. https://doi.org/10.1515/9781400831739

Palan, Stefan, and Schitter, Christian (2018), Prolific.ac - A subject pool for online
experiments, Journal of Behavioral and Experimental Finance, 17, 22-27.
https://doi.org/10.1016/j.jbef.2017.12.004

Paolacci, Gabriele, Chandler, Jesse and Ipeirotis, Panagiotis G. (2010), Running experiments
on amazon mechanical turk, Judgment and Decision Making, 5(5), 411-419.
d0i:10.1017/S1930297500002205

41



Park, Sung Min, and Word, Jessica (2012). Driven to Service: Intrinsic and Extrinsic
Motivation for Public and Nonprofit Managers. Public Personnel Management, 41, 705 - 734.
https://doi.org/10.1177/009102601204100407.

Phillips Robert A., Margolis Joshua D. (1999). Toward an Ethics of Organizations, Business
Ethics Quarterly, 1999;9(4):619-638. doi:10.2307/3857939

Phillips, Susan and Hebb, Tessa (2010), Financing the Third Sector: Introduction, Policy and
Society, 29(3), 181-187. https://doi.org/10.1016/j.polsoc.2010.07.001

Prendergast, Canice (2007), The Motivation and Bias of Bureaucrats, American Economic
Review, 97 (1), pp. 180-196. DOI: 10.1257/aer.97.1.180

Prysmakova, Palina and Lallatin, Nicole (2023), Perceived organizational support in public
and nonprofit organizations: Systematic review and directions for future research, International
Review of Administrative Sciences, 89(2), 467-483. https://doi.org/10.1177/00208523211033822

Rand, David G. (2012), The promise of Mechanical Turk: How online labor markets can help
theorists run behavioral experiments, Journal of Theoretical Biology, 299, 172-179.
https://doi.org/10.1016/j.jtbi.2011.03.004

Rees, James, Whitworth, Adam and Carter, Elle (2014), Support for All in the UK Work
Programme? Differential Payments, Same Old Problem, Social Policy & Administration, 48(2), 221-
239. https://doi.org/10.1111/spol.12058

Reif, Simon, Hafner, Lucas and Seebauer, Michael (2020), Physician behavior under
prospective payment schemes - evidence from artefactual field and lab experiments, International
Journal of Environmental Research and Public Health, 17(15), 1-37. DOI: 10.3390/ijerph17155540

Rose-Ackerman, Susan (1986), Reforming Public Bureaucracy Thtough Economic
Incentives?, The Journal of Law, Economics, and Organization, 2(1), 131-161.
https://doi.org/10.1093/oxfordjournals.jleo.a036903

Sacconi, Lorenzo (2006), A Social Contract Account for CSR as an Extended Model of
Corporate Governance (I): Rational Bargaining and Justification, Journal of Business Ethics, 68(3),
259-281. https://doi.org/10.1007/s10551-006-9014-8

Sacconi, Lorenzo (2007), A Social Contract Account for CSR as an Extended Model of
Corporate Governance (I1): Compliance, Reputation and Reciprocity. Journal of Business Ethics, 75,
77-96. https://doi.org/10.1007/s10551-006-9239-6

Sacconi, Lorenzo and Faillo, Marco (2010), Conformity, reciprocity and the sense of justice.
How social contract-based preferences and beliefs explain norm compliance: the experimental
evidence, Constitutional Political Economy, 21(2), 171-201. https://doi.org/10.1007/s10602-009-
9080-x

42



Thirion, Isaline, Reichert, Patrick, Xhauflair, Virginie and De Jonck, Jonathan (2022), From
fiduciary duty to impact fidelity: Managerial compensation in impact investing, Journal of Business
Ethics, 179, 991-1010. https://doi.org/10.1007/s10551-022-05155-5

Tonin, Mirco, and Vlassopoulos, Michael (2010), Disentangling the sources of pro-socially
motivated effort: A field experiment, Journal of Public Economics, 94(11-12), 1086-1092.
https://doi.org/10.1016/j.jpubeco.2010.08.011

Tonin, Mirco, and Vlassopoulos, Michael (2015), Corporate philanthropy and productivity:
Evidence from an online real effort experiment, Management Science, 61(8), 1795-1811.
https://doi.org/10.1287/mnsc.2014.1985

Van der Byl, Connie. A. and Slawinski, Natalie (2015), Embracing Tensions in Corporate
Sustainability: A Review of Research From Win-Wins and Trade-Offs to Paradoxes and Beyond,
Organization & Environment, 28(1), 54-79. https://doi.org/10.1177/1086026615575047

Warner, Mildred E. (2013), Private Finance for Public Goods: Social Impact Bonds, Journal
of Economic Policy Reform, 16(4), 303-319. https://doi.org/10.1080/17487870.2013.835727.

Word, Jessica and Park, Sung Min (2015), “The new public service? Empirical research on
job choice motivation in the nonprofit sector”, Personnel Review, 44(1), 91-118.
https://doi.org/10.1108/PR-07-2012-0120

Wright, Bradley (2007). Public Service and Motivation: Does Mission Matter?. Public
Administration Review, 67, 54-64. https://doi.org/10.1111/J.1540-6210.2006.00696.X.

43



