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Abstract

Social enterprises often exhibit revenue drift, i.e. an excessive focus on purpose at
the expense of profits. Despite the threats this poses for organizational performance
and survival, social entrepreneurs are reluctant to use performance-based pay due to
the perceived incongruence of incentives with social impact and the risk of mission
drift. We argue that monetary incentives can elicit a balanced effort allocation by
redirecting employee effort to commercial tasks and by attracting workers who are
less prone to exerting excessive social effort. We vary incentive strength in an online,
real-effort experiment and find that both modest and strong incentives produce a
more balanced effort allocation by redirecting worker attention to commercial tasks.
While strong incentives lead to a small decrease in workers’ social motivation, modest
incentives do not affect social enterprise workforce composition. Social enterprises
that combine mission and monetary rewards not only attract more workers, but also
succeed in directing worker attention to both commercial and social tasks.
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1 Introduction

As hybrid organizations combining commercial and social logics (Austin et al., 2006; Dacin

et al., 2011; Pache and Santos, 2013; Grimes et al., 2018), social enterprises must allocate scarce

employee effort between commercial and social mission tasks in order to deliver on their dual

objectives (Battilana and Dorado, 2010; Battilana and Lee, 2014; Besharov, 2014).1 In practice,

many social enterprise employees prioritize purpose over profits, creating the risk that insufficient

effort is allocated to promoting economic performance (Battilana et al., 2015; Stevens et al.,

2015; Staessens et al., 2018). An excessive focus on social impact to the detriment of generating

revenue – or ‘revenue drift’ (Ebrahim et al., 2014) – may ultimately threaten social enterprises’

financial sustainability and survival (Tracey et al., 2011; Smith et al., 2013).

In such circumstances, one might expect social enterprises to offer pecuniary rewards to

induce employees to balance their effort between commercial and social tasks. Yet, social en-

terprises rarely make use of monetary incentives (Battilana and Lee, 2014). For their part,

potential employees may perceive a tight coupling of pay and commercial performance as in-

compatible with social enterprise values and resources (Austin et al., 2006; Tracey et al., 2011;

Besharov, 2014). Identity tension is especially likely if employees associate monetary rewards

with the competitive ‘bonus culture’ and profit motive traditionally characterizing a commercial

logic (Dees, 2012; Benabou and Tirole, 2016; Dimitriadis et al., 2017). At the same time, social

entrepreneurs may be anxious about the danger of mission drift, which may result when mission-

driven organizations emphasize commercial over social imperatives (Ebrahim et al., 2014). This

may induce them to eschew monetary incentives (Bacchiega and Borzaga, 2001).

In this paper, we question whether these concerns are well-founded. As social sector organiza-

tions face increasing competition for talent, pressure to professionalize, and market competition

(Hwang and Powell, 2009; Smith et al., 2013; Battilana and Lee, 2014), many hybrids are turning

1 Social enterprises occupy a continuum along the trade-off between economic and social goals (Besharov and
Smith, 2014; Shepherd et al., 2019). Our focus is on firms where this trade-off is most pronounced, i.e. where
multiple logics are core to organizational functioning and provide contradictory prescriptions for action.
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their attention to the financial sustainability of their operations and the role of staffing practices

in meeting their dual objectives (Battilana and Lee, 2014; Smith and Besharov, 2019). Thus, the

role of incentives cannot be dismissed outright, especially for social enterprises whose finances are

precarious. Specifically, we ask: can monetary incentives for commercial performance help social

enterprises achieve a more balanced allocation of employee effort between commercial and social

tasks? If so, how sensitive is effort allocation to monetary rewards – in other words, how ‘steep’

do incentives need to be to attain a balanced effort allocation? To answer these questions, we

conceptually theorize about and conduct an experiment to distinguish between two mechanisms

that affect the balance of commercial and social tasks. At the intensive margin, by rewarding

a particular dimension of effort, performance-based pay performs an attention-directing role

(Ocasio, 1997), which shifts the effort allocation of a given workforce. At the extensive margin,

performance based-pay performs a sorting function, related to a changing workforce composition

(Lazear, 2000), acknowledging that less socially motivated individuals may select into social en-

terprises that offer high-powered incentives. The intensive and extensive margin effects therefore

capture both employees’ effort allocation and who becomes an employee in the first place.

We draw on organizational theory and organizational economics (Eisenhardt, 1989; Kaplan

and Henderson, 2005) to analyze these questions conceptually. Given the predominance of so-

cially motivated employees and a mission emphasis in social enterprises (Miller et al., 2012;

Smith et al., 2013; Besley and Ghatak, 2017), we predict that an absence of pay for performance

practices generates an unbalanced effort allocation, with employees favoring social impact over

revenue generation. In a multitasking framework where commercial and social tasks are comple-

mentary for the firm (Holmström and Milgrom, 1991), workers’ high levels of intrinsic pro-social

motivation are expected to induce excessive social task effort, a form of adverse specialization

(MacDonald and Marx, 2001), endangering social enterprises’ financial performance. We pro-

pose that modest incentives (i.e. small performance bonuses) can restore the balance of employee

effort between commercial and social tasks, via action on both the intensive and extensive mar-

3



gins. However, we expect that strong incentives (i.e. large performance bonuses) risk causing

mission drift by distorting effort too far in the direction of commercial imperatives.

We conduct an incentivized, real-effort, online experiment to test our theoretical predictions.

This approach overcomes the limited availability of data on compensation practices and indi-

vidual effort allocations in social enterprises, as well as the endogeneity of pay for performance

adoption decisions; moreover, it allows us to unpack the mechanisms connecting effort alloca-

tion with incentives. Our experiment uses a labor market framing, where subjects are asked to

behave as employees of companies whose descriptions match typical for-profits, non-profits, and

social enterprises. Subjects move a set of sliders (Gill and Prowse, 2012) to allocate effort be-

tween a commercial and a social task, associated respectively with own and ‘good cause’ payoffs.

To disentangle the causal mechanisms underlying our hypothesized effects, we manipulate the

strength of commercial performance incentives (i.e. own payoffs) within social enterprises and

employees’ ability to choose their preferred contract, keeping good cause payoffs constant. Our

hypotheses are broadly supported. Monetary incentives elicit a more balanced effort allocation,

regardless of their steepness, while we find a small, but significant downward shift in employees’

social motivation when strong incentives are offered.

The paper makes three main contributions to the organization science literature. First, we

extend the logic of incentive theory to social enterprises and highlight the adverse specializa-

tion problem stemming from an excessive mission emphasis. Pecuniary rewards allow firms to

overcome revenue drift by focusing employee attention on generating the revenue required for

delivering their social mission (Tracey et al., 2011; Smith et al., 2013; Stevens et al., 2015).

We believe that our conceptualization of the social enterprise as a multitasking setting with

motivated workers can aid future theory-building efforts in the area of hybrid organization com-

pensation practices and organizational design (Battilana and Lee, 2014).

Second, we implement a novel experimental design which causally isolates the normative role

of incentives (Ocasio, 1997; Kaplan and Henderson, 2005; Ethiraj and Levinthal, 2009; Wolfolds,
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2018) from their effect on workforce composition (Lazear, 2000; Cadsby et al., 2007; Deserranno,

2019). Contrary to a common belief among social enterprise actors that monetary rewards may

be perceived as unfair, controlling, or incongruent with organizational values (Austin et al.,

2006; Tracey et al., 2011; Dees, 2012), our experimental results show that pay for performance

need not deter socially motivated workers from joining social enterprises. Instead, (modest)

incentives work mainly by directing attention towards commercial tasks.

Third, we trace out the implications of our findings for social entrepreneurs. By embracing

heterogeneity in other-regarding values (Miller et al., 2012; Stevens et al., 2015; Besley and

Ghatak, 2017) and considering the mechanisms linking incentives to effort (Cadsby et al., 2007),

we show that pay for performance does not necessarily crowd-out social motivation by workers

and cause mission drift. This challenges a common view and normative pressure in the social

enterprise community that monetary rewards should be avoided (Bacchiega and Borzaga, 2001).

We therefore tentatively recommend that social entrepreneurs worried about revenue drift and

adverse specialization should consider incorporating modest incentives into their worker com-

pensation schemes, possibly alongside socialization practices (Battilana and Dorado, 2010) and

other governance mechanisms (Ebrahim et al., 2014; Smith and Besharov, 2019).

2 Theoretical Background

Social enterprises are double-bottom line organizations. They aim to deliver a social mission,

as well as the financial performance which enables them to survive and prosper, and so advance

their social mission. In what follows, we study the allocation of social enterprise employees’

effort between these two objectives. We first characterize the tensions these ‘dual mission’ orga-

nizations often encounter, before clarifying definitions and assumptions about effort, employee

social motivation, incentives, and actions within such hybrid organizations. We then discuss

effort allocation in the absence and presence of financial incentives offered by social enterprises.
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2.1 Social and commercial tensions in social enterprises

The social enterprise hybrid organizational form tackles social challenges through business means

(Dees, 2001; Margolis and Walsh, 2003; Zahra et al., 2009). Despite the diversity of their business

models (Mair et al., 2012), for-profit social enterprises represent a common organizational form,

with clearly stated economic and social goals, or a double bottom line (Austin et al., 2006; Dacin

et al., 2011; Stevens et al., 2015). In ‘integrated’ hybrids, profit and purpose are pursued jointly,

often through direct transactions with beneficiaries (Smith et al., 2013; Besley and Ghatak, 2017;

Eldar, 2017).2 However, profit and purpose represent goals associated with commercial/for-profit

and charitable/non-profit institutional logics, respectively (Pache and Santos, 2010; Battilana

and Lee, 2014; Besharov and Smith, 2014). Thus, they often place conflicting demands on

organizations’ attention and resources (Dacin et al., 2011; Stevens et al., 2015).

The trade-off between commercial and social goals is reflected at all levels of the organization,

as employees decide how to allocate their effort. The following examples illustrate this trade-off.

Loan officers in commercial microfinance organizations must balance loan size, interest rates,

and potential profits on one hand, with reaching the underprivileged target population on the

other (Battilana and Dorado, 2010; Pache and Santos, 2010; Besharov and Smith, 2014; Canales,

2014; Wry and Zhao, 2018). In work integration social enterprises (WISEs), employees must

ensure financial sustainability through business activity, as well as disadvantaged workers’ skill

development (Tracey et al., 2011; Pache and Santos, 2013; Battilana et al., 2015). For ‘base of

the pyramid’ firms, employees must ensure products are sold at prices above cost, yet within the

reach of the target population (Hockerts, 2015; Santos et al., 2015). Finally, environmental social

enterprises must balance generating revenue with costly measures to protect the environment

(Pacheco et al., 2014).

2 By contrast, ‘differentiated hybrid’ social enterprises rely on cross-subsidization, where commercial revenue
is devoted to a social goal (Baron, 2007; Ebrahim et al., 2014). For instance, TOMS Shoes uses its profits to
provide shoes and fund investments in hygiene in developing countries (Marquis and Park, 2014).
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2.2 Terminology and assumptions

Before developing our hypotheses, it is helpful to define terms and clarify the setting we analyze.

First, we assume that social enterprise employees must decide how to allocate their effort between

two tasks. One task delivers the commercial objective C, e.g. generating sales; the other delivers

the social mission S, e.g. alleviating poverty. If a fixed and finite amount of effort is available,

one can equivalently analyze the proportion of time a worker devotes to one task rather than

the other. We assume that spending more time on one task necessarily means spending less

time on the other, and refer to balanced effort as allocations in which roughly similar amounts

of effort are allocated to each task.3 In line with standard principal-agent theory, we assume

that managers cannot perfectly measure and direct how employees allocate their effort, which is

partly at workers’ discretion (Battilana and Dorado, 2010; Henderson and Van den Steen, 2015).

Second, we assume there are two types of employees. The I type is intrinsically motivated

by the social enterprise mission and has a strong desire to do good for others. The E type is

primarily extrinsically motivated (i.e. by money). I types are more predisposed than E types to

allocate effort towards the S task and more willing to join non-profits or social enterprises rather

than for-profit firms. Another standard principal-agent theory assumption is that founders are

imperfectly informed about which type of employee is which; that is, there are ‘hidden types’.

This rules out job separation arrangements within the organization whereby different worker

types could be assigned to work solely on the C or S task.4 All employees are assumed to

pursue both tasks, due to social enterprises’ integrated hybrid nature and typically small scale

and staffing constraints (Smith et al., 2013; Santos et al., 2015; Battilana, 2018). For the social

enterprise, commercial and social tasks are complements (MacDonald and Marx, 2001).

Third, we consider two types of incentives. Incentives are an integral part of firms’ ‘structural

3 We assume a capped level of total effort due to our core focus on effort allocation. While our experiment
allows subjects to also adjust this margin, we find no differences in total effort across treatments.

4 Another possibility is non-separability of missions within job assignments, i.e. both missions are necessarily
present simultaneously; yet workers have discretion over which to emphasize. By contrast, one WISE studied by
Battilana et al. (2015) does practice job separation and enforces ‘spaces of negotiation’, but this approach risks
disconnecting different areas of the organization (Ethiraj and Levinthal, 2009).
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distribution of attention’ (Ocasio, 1997) and perform a normative function, directing employee

effort (Kaplan and Henderson, 2005). Pecuniary rewards can ensure complex organizations reach

their goals even when not all outcomes can be measured accurately (Ethiraj and Levinthal, 2009).

We distinguish between ‘low-powered’ and ‘high-powered’ incentives. Low-powered incentives

consist of a fixed wage unrelated to the allocation of effort to, or performance in, either task

(Holmström and Milgrom, 1991). By contrast, high-powered incentives comprise a combination

of fixed wage and pay-for-performance on a given outcome, occupying a continuum ranging from

‘modest’ incentives (i.e. a small bonus tied weakly to task performance) to ‘strong’ incentives

(i.e. a large bonus tied closely to task performance). In principle, high-powered incentives can

be attached to either task (Wolfolds, 2018), but in practice tend to be applied to the C task

only, given the difficulty of measuring social impact in a timely and standardized manner (Austin

et al., 2006; Dacin et al., 2011).

Fourth, incentives affect one or two margins of action, which economists label ‘intensive’ and

‘extensive’. The intensive margin relates to how incentives affect the chosen effort allocation by

a given pool of employees. The extensive margin relates to how incentives affect the composition

of the social enterprise’s pool of employees itself. Along this margin, employees can self-select

into either social enterprises or an alternative organizational form. For example, I types are

more likely to select into social enterprises or non-profit organizations than E types, all else

equal; the latter may select instead into for-profits (Barigozzi et al., 2018).

2.3 Low-powered incentives in social enterprises

We propose that social enterprise employees respond to incentives in ways that affect both the

intensive and extensive margins. We first consider the case where low-powered incentives prevail.

This is the predominant case in practice: relatively few social enterprises offer financial bonuses

for commercial performance (Bacchiega and Borzaga, 2001; Becchetti et al., 2013).

Most social enterprises are founded by compassionate individuals seeking to maximize the

social return on their investments (Miller et al., 2012; Santos, 2012; Grimes et al., 2013; Bacq and
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Alt, 2018). Their emphasis on social mission attracts similarly-minded employees (Besley and

Ghatak, 2017), who prefer to exert high levels of S task effort (Besley and Ghatak, 2005; Bell and

Haugh, 2014; Henderson and Van den Steen, 2015; Tonin and Vlassopoulos, 2015; Burbano, 2016;

Cassar, 2019). Moreover, social enterprise founders and employees often have experience working

within an institutional logic where ‘doing good’ trumps ‘doing well’ (Battilana and Dorado, 2010;

Besharov, 2014; Hockerts, 2017). A social sector background may steer their effort allocation

decisions, as ‘dangerous idealists’ emphasize the ‘social’ rather than the ‘enterprise’ aspect of

the organization (Battilana and Dorado, 2010; Bacq et al., 2016). Despite often acknowledging

the importance of market mechanisms for financial sustainability, social enterprises rely heavily

on the mission they champion to attract potential customers, investors, and employees (Dees,

2001; Renko, 2013; Smith et al., 2013; Fosfuri et al., 2016).

Social enterprises may offer low-powered incentives for at least two reasons. First, incentive

theory suggests that high-powered incentives for the C task risk shifting employees’ effort away

from the less easily-measured and rewarded S task and towards the more-easily measured and

rewarded C task (Holmström and Milgrom, 1991). This represents an intensive margin effect.

Founders may be averse to this shift on the grounds of it being perceived as incongruent with

organizational values (Tracey et al., 2011; Hossain and Li, 2014; Andersson et al., 2017). Sec-

ond, founders may worry that high-powered incentives attract financially-motivated employees

uninterested in the S task (Bacchiega and Borzaga, 2001; Austin et al., 2006). This extensive

margin outcome risks causing ‘mission drift’, whereby the enterprise abandons social concerns

in favor of profit-seeking activities (Ebrahim et al., 2014). Founders may object to this outcome

if it threatens to change the composition and hence the long-term purpose of the enterprise.

What are the implications of eschewing high-powered incentives for social enterprises? Be-

yond the pro-social motivational effects of missions, organizational economics suggests that I

types have a lower psychic cost of effort for the S task (Murdock, 2002; Schnedler, 2008). In the

absence of incentives to do otherwise, their effort allocation is distorted towards the less costly
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task, leading to ‘adverse specialization’ (MacDonald and Marx, 2001). For social enterprises,

the risk is that I employees exert too much effort on the S task and too little on the C task,

reducing financial performance and hence limiting the resources the enterprise needs to survive

(Smith et al., 2013). Ebrahim et al. (2014) refer to this outcome as ‘revenue drift’, which we

summarize as our baseline hypothesis:

Hypothesis 0 Low-powered incentives are associated with excessive effort devoted to the S task,
at the expense of the C task.

There are numerous examples of revenue drift. Tracey and Jarvis (2006) and Tracey et al.

(2011) discuss how a social enterprise tackling homelessness threatened its own survival by

focusing excessively on beneficiary needs at the expense of required operational investments.

Beer et al. (2017) document how employees of a youth development social enterprise focused

on ensuring disadvantaged individuals had adequate housing, but overlooked the importance of

rent collection to keep the business going.5 A fair trade social enterprise insufficiently heeding

customer demands and prioritizing producers instead suffered from operational difficulties for

several years, limiting their ability to serve beneficiaries (Davies and Doherty, 2018). Staessens

et al. (2018) find that Belgian WISEs predominantly use inputs to achieve worker reintegration

outcomes rather than to generate revenue, results echoed by Battilana et al. (2015) and Stevens

et al. (2015). Overall, social enterprises’ cash flow problems, often listed as an impediment to

growth along with lack of access to finance, appear partly attributable to an excessive focus on

social impact (Smith et al., 2013).

This raises the question of whether high-powered incentives – coupling pay with financial

performance – can be used to avoid the adverse specialization problem, helping social enterprises

strike a more balanced allocation of effort across the C and S tasks. And if so, would modest

or strong high-powered incentives work best? We explore these questions next.

5 One housing worker notes: “We need to get support workers on board with the importance of rent collection...
everyone needs to have a common message [with the young people]”. Another housing worker states: “They [support
workers] say ‘Our job is not to collect rent, it is to get them on a course’. They need to understand that money
is what keeps [Youth Futures] going”.
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2.4 High-powered incentives in social enterprises

Can high-powered incentives mitigate the problems caused by excessive attention to the social

task and thus achieve a balanced effort allocation? To answer this question, we turn to incentive

theory. If employees had no preference regarding performing C or S tasks, i.e. there was no

heterogeneity along the I-E dimension, then insights from the classical two-task multitasking

problem would apply. In that case, low-powered incentives would lead workers to exert effort

on both tasks (Holmström and Milgrom, 1991), while any kind of high-powered incentive would

run the risk of dramatically unbalancing the effort allocation by directing all employee effort

towards the C task. However, the classical analysis needs to be modified when dealing with the

more realistic case where some employees are I types and some are E types.

A formal analysis of the case where there is a mixture of E and I employees suggests that both

types’ effort is responsive to high-powered incentives (Canton, 2005). Such incentives signal the

importance of the incentivized task (Kaplan and Henderson, 2005) and make it more financially

attractive for employees to perform it (Holmström and Milgrom, 1991; Canton, 2005). In social

enterprises, this is equivalent to a distortion of effort towards the C task, which may lead to

mission drift. Not only are E types likely to shift their effort to the C task in response to high-

powered incentives, but I types may also be induced the same way. The reason is that strong

financial incentives may ‘crowd out’ intrinsic motivation by I types. Evidence from psychology

and economics (Deci et al., 1999; Osterloh and Frey, 2000; Gneezy et al., 2011) indicates that

strong incentives may be perceived to have a controlling nature, which generally undermines

intrinsic motivation for the S task. The outcome on the intensive margin can be for demoralized

I types to respond by allocating too much effort to the C task and too little to the S task.

The core of our argument is that this outcome does not necessarily arise when more modest

high-powered financial incentives are used. These can generate a gentler shift among I types on

the intensive margin, from strong effort concentration on the S task towards a more balanced

allocation between the two tasks. For the I types predominant in social enterprises, monetary
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incentives imply a trade-off between the benefit of additional income from commercial activities

and the lower satisfaction from reduced effort dedicated to the social mission. In principle,

modest incentives can locate an intermediate position along the trade-off. Modest incentives are

less likely to be perceived as controlling, and may even be presented as supportive of the social

mission by promoting a balanced C-S perspective towards achieving the organization’s goals.

There is another, subtler way that modest incentives may generate a more balanced effort

allocation along the intensive margin. Brüggen and Moers (2007) show that exposure to a social

norm promoting the social mission can mitigate the ‘distorting’ effect of financial incentives,

where the distortion is associated with under-provision of S task effort. Both E and I types can

be affected by a social norm, reducing their tendency to respond to incentives by making sharp

shifts in their effort allocation away from S towards C ; but other-oriented workers’ social effort is

crowded out to a smaller extent, such that they provide a more balanced effort allocation (Nellas

and Reggiani, 2015; Benabou and Tirole, 2016). In social enterprises, the S task effectively elicits

social norms, while monetary incentives are associated with a dangerous, agentic ‘bonus culture’,

deeply embedded in a commercial logic (Dees, 2012; Benabou and Tirole, 2016). Hence, modest

incentives reduce the risk that employees ‘over-react’ and devote excessive effort to the C task,

compared with strong incentives.

Together, these arguments suggest that social enterprise employees respond to modest high-

powered monetary incentives by shifting part of their effort towards the C task, while continuing

to expend significant effort on the S task; as a result, their effort allocation is more balanced

between tasks. In contrast, strong high-powered incentives may lead to excessive effort devoted

to the C task at the expense of the S task. Thus:

Hypothesis 1 Relative to low-powered incentives, modest high-powered incentives generate a
more balanced effort allocation between C and S tasks along the intensive margin.

Hypothesis 2 Relative to modest high-powered incentives, strong high-powered incentives gen-
erate excessive effort devoted to the C task along the intensive margin.

In addition to directing worker effort choices along the intensive margin, incentives may also
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perform a sorting function, whereby more financially-motivated E types are attracted to the

organization (Lazear, 2000; Cadsby et al., 2007; Benabou and Tirole, 2016). Incentives thus

operate along the extensive margin as well. Attracting E types to the social enterprise can be

unwelcome to social entrepreneurs (Bacchiega and Borzaga, 2001), especially if the perceived

incongruence between incentives and social mission endangers employees’ identification with

organizational goals (Akerlof and Kranton, 2005; Besharov, 2014; Andersson et al., 2017) — or

if incentives are perceived as ‘unfair’ (Tracey et al., 2011). Both founders and I -type employees

may express concerns over practices whose origin lies in a commercial logic and which are

prevalent in for-profit companies (Lazear and Shaw, 2007; Besharov, 2014; Gerhart and Fang,

2014); and I -type employees may refrain from joining a social enterprise espousing such profit-

oriented practices.

A social enterprise offering strong high-powered incentives may attract E types, by allowing

them to reap personal rewards from performing the C task while exerting a smaller share of S

task effort. But by recruiting more E types through this mechanism, I types may feel that their

other-oriented values are under-appreciated, or even devalued, by the social enterprise, which re-

duces their intrinsic motivation (Akerlof and Kranton, 2005; Besharov, 2014). The shift towards

less socially motivated workers may contrast with the social norm of ‘doing good’, implying that

strong high-powered incentives may deter I types from joining a social enterprise that uses such

practices and encourage those currently working in ones that adopts such incentives to quit. The

overall outcome is to change the composition of the social enterprise workforce, reducing the

proportion of employees focusing more on the S task and increasing the proportion of employees

focusing more on the C task.

By contrast, modest high-powered incentives place a limit on in-selection of E types into the

social enterprise, as well as out-selection of I types. Loosely coupled pay-for-performance may

be only weakly attractive for E types, if they can still do better working in a for-profit, where

strong high-powered incentives are more common. This restricts the number of E types willing
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to join the social enterprise, diluting their impact on the organization’s goal focus, and reducing

the negative impact on I type selection (Jones et al., 2018). Moreover, a loose coupling of pay

and performance is less likely to challenge the social norm of ‘doing good’, maintaining a pro-

social tone for the organization’s values. As a result, the overall effect of a small compositional

change following the introduction of modest incentives is likely to be a slight decrease in the

proportion of employees focusing more on the S task, and a slight increase in the proportion of

employees focusing more on the C task. We summarize these predictions as follows:

Hypothesis 3 Relative to low-powered incentives, modest high-powered incentives generate a
more balanced effort allocation between C and S tasks along the extensive margin.

Hypothesis 4 Relative to modest high-powered incentives, strong high-powered incentives gen-
erate excessive effort devoted to the C task along the extensive margin.

This second set of hypotheses works in the same direction as the first. The difference lies in

the mechanism by which effort is affected. Whereas hypotheses 1 and 2 relate to the intensive

margin, hypotheses 3 and 4 relate to the extensive margin. Our experiment is designed to

discriminate between these mechanisms and identify which one is more salient in practice.

3 Experimental Design

Our analysis uses an online, incentivized, real effort experiment with a labor market framing.

Subjects allocate effort between a commercial and a social action as hypothetical employees of

different fictional companies, whose descriptions match those of typical for-profits (FP), non-

profits (NP), or social enterprises (SE). These firms, or ‘contracts’, provide similar services but

have different objectives, corresponding to a realistic labor market choice (despite the absence

of explicit labels for these organizations). For instance, a workforce integration SE contract is

described as follows: “Imagine you are working for a company aimed at reintegrating long term

unemployed people into the workforce by hiring them to provide garbage collection services that

are then sold on the market. It is in the best interest of the organization that both ensuring the

professional development of the long term unemployed and generating revenue through the sale
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of services receive attention from employees”. The equivalent FP and NP company descriptions

emphasize revenue generation by providing services (C task) and, respectively, the charitable

goal of improving disadvantaged groups’ welfare (S task). Both tasks are available to subjects

in each contract and are described in relation to the services the company provides, together

with the payoffs they generate.6

The experiment consists of four parts, summarized in Table 1. In Part 1, subjects choose

the good cause they can earn money for throughout the experiment (i.e. the good cause payoff)

and which provides the context for the fictional firms, thereby ensuring the salience of the social

task. In Part 2, all subjects perform the effort allocation task under each of the three different

contracts (FP, NP, SE), displayed randomly to avoid order bias effects. Worker self-selection is

avoided in this setting, allowing us to study intensive margin effects by varying the SE bonus

between (randomly selected) subjects. In contrast, in Part 3, subjects pick their preferred

contract from those encountered in Part 2 and perform the effort allocation task again, allowing

us to study the effect of incentives along the extensive margin. Finally, in Part 4 we collect

information about demographics and social preferences. We describe our experimental design

below and provide the detailed experimental instructions in Online Appendix A.

Task We use a real effort task adapted from the slider task introduced by Gill and Prowse

(2012) to measure effort allocation. This task consists of 15 horizontal sliders that can be moved

to positions equivalent to exerting effort on the commercial or social task. The sliders are labeled

from 0 to 100 and initially positioned at 50. The commercial task, C, requires placing the slider

at 25 and carries a payoff for the subject, determined by the commercial task incentive level

(or ‘bonus’) in a given contract. The social task, S, requires placing the slider at 75 and carries

6 To avoid priming, we did not use the ‘for-profit’, ‘non-profit’ or ‘social enterprise’ labels and the associated
abbreviations in our experiment (except for the final questions on demographics in Part 4). The social enterprise
label, beyond the description of social enterprises’ desired effort allocation, is likely to evoke a strong motivation
to exert S task effort, which may amplify revenue drift with low-powered incentives. As a result, our avoidance
of labels makes it more difficult to detect revenue drift and makes our tests more conservative.
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a payoff for the selected good cause.7 Incorrectly placed sliders (e.g. position 44) carry no

payoffs. Each slider has a number to its right, showing its current position. Subjects can move

the mouse in any way they like to drag sliders, and can readjust the position of each slider as

many times as they wish. Most importantly, subjects do not simply state how they would like

to allocate effort, but must drag sliders in a way that reflects their preferences, such that they

expend real effort. While neither action has a monetary cost, both tasks require the subject to

physically move a slider. In addition, the social task entails foregoing the monetary rewards of

the commercial task. It is in this sense that the slider task allows us to capture real effort.

Before each slider task is carried out, we explain how payoffs are calculated. In addition, we

inform subjects that each slider offers a commercial task bonus between £0 and £1 when we

initially describe the task. As the maximum possible bonus per slider is thus known, subjects

are aware when a social enterprise uses strong incentives (£1), allowing us to detect extensive

margin effects. We measure Commercial effort and Social effort as counts of the number of

sliders moved to the C and, respectively, S task. The more similar Commercial effort and

Social effort are, the more balanced the effort allocation.

Treatments The experiment features two different dimensions, designed to tackle i) the effect

of incentives on effort allocation, and ii) the contributions of the extensive and intensive margins.

First, beyond the participation fee (equivalent to a fixed wage), we vary the strength of the SE C

task incentive between subjects. At one extreme, the SE contract offers ‘low-powered incentives’

(£0 bonus), in line with current social enterprise practice and identical to the NP contract; at the

other extreme, the SE contract offers the same ‘strong high-powered incentives’ (£1 bonus) as the

FP contract; we refer to intermediate levels as ‘modest high-powered incentives’ (£0.25 or £0.50

bonus). Subjects are randomly assigned to a fixed incentive level, which they face throughout

7 For example, in the workforce reintegration mission, the commercial task is described as follows: ‘By placing
the slider exactly at position 25 you can generate revenue for the company through the sale of services; each slider
you position at 25 will give you a payoff of ...’. The equivalent social task is described as follows: ‘By placing the
slider exactly at position 75 you can contribute to the professional development of its employees; each slider you
position at 75 will give a payoff of ... to the good cause’.
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the experiment. While the maximum £1 payment per slider serves as a normalization and is

easily understood by subjects, it is the relative strength of incentives that allows us to test our

hypotheses, rather than the absolute value of payments per slider.

Second, we allow subjects to choose their preferred contract from the previously encountered

FP, NP, and SE contracts. That is, Part 3 incentives (and, hence, payoffs) and company descrip-

tions are exactly the same as in Part 2, but we now allow for individual sorting across company

types (captured by the binary variable Sorting). Thus, in Part 3, employees perform the slider

task in their preferred contract only. We fix the FP bonus at £1, the NP bonus at £0, and the

good cause payoff in all contracts at £1 per slider throughout the experiment. The £1 FP bonus

allows us to benchmark SE incentive strength (i.e. the SE bonus is 0%, 25%, 50% or 100% of

the FP bonus) across the range of possible incentives. The £1 good cause payoff, symmetrical

to the FP bonus, reflects the high social returns to S task effort and is kept constant across

contracts to ensure that the only difference between the various contract terms is the extent to

which commercial effort is financially rewarded (which is the main focus of our experiment).

Preferred Mission To ensure S task saliency, we allow subjects to choose their preferred

good cause (Tonin and Vlassopoulos, 2015; Cassar, 2019). The options available – The Big

Issue Foundation, Fairtrade Foundation, and Water Aid – are selected as charities whose goals

match representative social enterprise missions, namely workforce reintegration, fair and eq-

uitable trade, and environmental protection (Mair et al., 2012; Eldar, 2017). These missions

are therefore likely to resonate with a broad share of potential social enterprise employees.8

Moreover, these missions have a clear multitasking component and can be pursued through a

for-profit, non-profit, or social enterprise model, allowing us to construct realistic descriptions

of the FP, NP, and SE contracts. Furthermore, the actual charity organizational form allows us

to credibly commit to donating the good cause payoffs generated by subjects in the experiment.

8 More specific, narrower social concerns are likely to attract employees with strong matching preferences,
potentially exacerbating the revenue drift problem. Our choices are, therefore, rather conservative.
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Social Preferences As our theoretical framework suggests individual social motivation af-

fects both effort allocation and self-selection, we elicit subjects’ social preferences in various

ways. Following the social entrepreneurship literature (Miller et al., 2012; Grimes et al., 2013),

we measure Compassion using Perry’s (1996) compassion scale, a sum of eight items on a five-

point scale.9 For example, one item asks subjects how strongly they agree with the following

statement: “I seldom think about the welfare of people whom I don’t know personally”. We

measure Altruism in a standard, incentivized dictator game, where subjects decide how to split

a £10 endowment with another randomly paired subject (Galizzi and Navarro-Martinez, 2018).

We also use a set of hypothetical and direct questions. We measure Hypothetical altruism, where

subjects make a hypothetical donation after winning a £1,000 lottery, self-reported Willingness

to share with others without expecting anything in return on a 0-10 scale (Falk et al., 2016),

Inequality aversion as the recipient’s minimum acceptable amount in a hypothetical ultima-

tum game (Fehr and Schmidt, 1999), and actual Prosocial behavior through past social sector

experience, including donations, volunteering, and working for or with non-profits and social

enterprises (Tonin and Vlassopoulos, 2015).10

These measures capture different aspects of motivation, so we aggregate them into a com-

posite Social motivation measure using principal component analysis. This approach produces

a single factor with eigenvalue larger than 1, explaining more than 80% of variance, and on

which Compassion, Hypothetical altruism, and Willingness to share load strongly (see Online

Appendix E). For parsimony, we discuss Compassion and Social motivation in our main analysis,

and report results for other measures as robustness checks. We also measure self-reported risk

taking (Risk) and future discounting (Time) preferences on a 0-10 scale (Dohmen et al., 2011;

Falk et al., 2016), as they may affect individuals’ perception of incentives and effort allocation.11

9 These items, with Cronbach α = 0.75, are available in Online Appendix A.
10 The latter variable captures professional work relationships with such social organizations (for example, as

a joint venture with a for-profit where the individual is employed).
11 The self-reported answers to the general risk, time, and willingness to share questions are reliable predictors

of behavior and consistent with incentivized elicitations (Dohmen et al., 2011; Falk et al., 2016).
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Procedure We recruit subjects on Prolific Academic, a UK-based online platform designed

for surveys and experiments and geared towards researchers and startups. Prolific compares

favorably with Amazon Mturk in terms of response times, data quality, and access to diverse

and representative respondents (Peer et al., 2017; Palan and Schitter, 2018). Social enterprises

are an established organizational form in the UK (Tracey et al., 2011) and an online study allows

us to reach a broad population of potential employees (Bitektine et al., 2018). We restrict the

subject pool to UK residents aged 18-64 who are students or active in the labor force (i.e.

not ‘homemakers’, disabled, or retired). To achieve gender balance and perform comparisons

between men and women, we stratify the randomization by gender, using the gender variable

Prolific previously required subjects to report. Finally, to ensure high-quality answers, we require

participants to have a history of taking Prolific studies seriously (as evidenced by approved

submissions in past studies) and consider eligible only those participants with prior approval

rates higher than 90% on the platform; we also include attention and manipulation checks.

All subjects receive a flat £3 participation fee (around $4 or e 3.50 at the time of the

experiment). In addition, the sliders allow subjects to earn up to an additional £60 (15 sliders

× 4 contracts × £1 per slider) and the dictator game produces own payoffs up to £20 (£10 as

giver, £10 as receiver). To be able to use these rather large sums as incentives, we randomly

select 40 out of the 796 subjects for bonus payment, with a maximum potential bonus of £80.

Thus, we compensate some participants with larger sums but a smaller likelihood (about 1 in

20), a procedure equivalent to paying smaller sums with certainty (Charness et al., 2016).12

To arrive at our final sample, we impose several restrictions. First, we require subjects to

have placed at most 10 sliders in an incorrect position, considering sliders placed at 23-27 and

73-77 as indicative of strong intentions to exert commercial or social effort, and therefore correct.

Second, subjects must not have failed both attention and manipulation checks. Third, we require

12 The expected total payoff is £7 for a duration of around 20 minutes. The maximum own payoff is attained
when subjects exert only commercial effort in the £1 treatment. If subjects exert only social effort, the maximum
good cause payoff is £60. In practice, the average own and good cause payoffs are £29 and, respectively, £33.
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consistency between our gender variable and the Prolific variable used for stratification; in other

words, a subject must have answered both questions in the same way. Finally, to ensure subjects

paid attention, we require them to have completed the experiment in between 10 and 40 minutes.

This leaves us with a sample of 708 subjects (out of 796 responses) for whom data quality is

likely to be sufficiently high, distributed roughly evenly across treatments.13

4 Results

4.1 Descriptive statistics

Out of 708 subjects, 49.9% are female and 16.5% are students. Subjects are fairly well educated,

cover the range of incomes, and tend to be young. The average Compassion score is 29.2 out of a

maximum of 40 and subjects donate on average £4.2 in the dictator game; about 24.4%, 10.5%,

and 16% of subjects have previous experience working in a non-profit, in a social enterprise, or

with a social organization, respectively. Compassion is positively correlated with most other

social preference measures and loads strongly on Social motivation, together with Willingness

to share, Hypothetical altruism, and Prosocial behavior. Subjects took on average 18.5 minutes

to complete the study. 25%, 18.6%, and 56.4% of subjects chose the workforce reintegration,

fair trade, and, respectively, environmental good causes, with similar choices across treatments.

4.2 Intensive margin: Social enterprise effort allocation

Figure 1 plots average social enterprise (SE) Social effort across incentive levels and sorting

conditions, together with 95% confidence intervals. In the absence of pay for performance, the

effort allocation is skewed towards the social task, as subjects exert more than two thirds of their

effort on this task (i.e. more than 10 out of 15 sliders), as predicted by our baseline Hypothesis

0. However, subjects allocate effort roughly equally between the commercial and social tasks
13 To ensure transparency and commitment in our analysis, we preregistered our design and hypotheses within

the Open Science Framework (link). Online Appendix B provides descriptive statistics, social preference correla-
tions, an analysis of subjects’ good cause choice, and a randomization check. We find that the good cause chosen
is not systematically related to individual traits and that our randomization procedure was successful. Online
Appendix C then details the results of power calculations performed prior to running the experiment. The sample
sizes we obtain allow us to detect relatively small changes in social effort (around half of a standard deviation)
with more than 80% power at the 5% significance level. Online Appendix D shows that results are robust to
tightening or relaxing the sample restrictions.
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at all levels of pay for performance, with confidence intervals that include the level of social

effort expected for a perfectly balanced effort allocation, plotted as a dashed line. Similarly,

Panel A of Table 2 reports average Social effort across contracts, together with the number of

subjects in each condition. Using t-tests, the first row of Panel B shows that more balanced SE

effort allocations are elicited regardless of incentive strength or whether self-selection is possible

(p < 0.001). The remaining rows of Panel B show that differences in SE Social effort between the

£0.25, £0.50, and £1 treatments are not statistically significant. These results provide initial

evidence for intensive margin effects, equivalent to an attention-directing role of incentives in

social enterprises.

Table 2 also allows us to compare behavior in different organizational forms. For profit (FP)

and non-profit (NP) workers exert 30% and, respectively, 90% of their effort on the social task

in each treatment; SE social effort levels are in between and significantly different from FP and

NP levels (p < 0.001 in Panel C). To quantify where SEs lie on the FP/NP continuum, we

use t-tests to compare SE social effort with the average of FP and NP social effort in Panel D,

where a positive difference indicates SE is closer to NP. Indeed, we find a positive difference

in the £0 treatment and a negative one (though not always significant) for steeper incentives.

These results suggest that SEs occupy the middle ground between FPs and NPs with regards to

effort allocation when monetary incentives are in place and highlight the adverse specialization

problem that social enterprises face when they do not use monetary rewards.

Interestingly, company descriptions matter beyond the incentives offered, even when both

C and S tasks produce the same payoffs per slider. For instance, while the £0 bonus SE is

equivalent to the NP in the contract terms offered, subjects exert significantly more Social effort

in the NP contract relative to the SE contract (Table 2, Panel C, columns (1) and (5)). Similarly,

whereas the £1 bonus SE is equivalent to the FP in contract terms, subjects exert significantly

more Social effort in the SE contract relative to the FP contract (Table 2, Panel C, columns (4)

and (8)). The fact that behavior is significantly different in these organizational forms indicates
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that the stated organizational goal per se triggers shifts in the effort allocation.14

We can further probe the nature of adverse specialization: does imbalance result from a

skewed effort allocation for all workers or only a minority of workers? Figure 2 plots the dis-

tribution of SE social effort in each treatment. Between 30% and 40% of subjects in the £0

treatment exert only social effort, whereas the distribution of social effort is roughly normal

and centered around a fully balanced allocation for other subjects. Thus, adverse specialization

only affects a fraction of workers, rather than shifting the entire distribution of social effort

upwards. What could drive such behavior? Our theoretical framework suggests that subjects

with higher other-regarding preferences are more likely to exert more social effort and, therefore,

to exhibit adverse specialization. In Online Appendix F, we show that this is indeed the case

for individuals in the top Compassion decile, especially if they select into the SE contract. The

remaining panels of Figure 2 suggest that incentives, both modest and strong, successfully re-

duce the fraction of SE workers exerting only social effort. This results in significantly different

distributions, centered more tightly around a fully balanced effort allocation.

As Hypothesis 1 predicts, modest incentives induce a more balanced effort allocation between

the commercial and social tasks, alleviating the adverse specialization that occurs in the absence

of monetary rewards. Surprisingly, contrary to Hypothesis 2 and a common view in social

entrepreneurship, the commercial task does not gain prominence with stronger incentives: the

effort allocation remains balanced even when the social enterprise pays as much as a for-profit,

mitigating mission drift concerns. We now turn to analyzing the relationship between monetary

rewards and the other-regarding preferences of workers attracted to the social enterprise and

the potential for self-selection to influence effort allocation.

14 Moreover, with a £0, £0.25, or £0.50 SE bonus, subjects would be better off financially by choosing the
FP contract, as commercial effort is better remunerated in the FP and social effort produces the same good
cause payoff (the social action in an FP could correspond, for instance, to corporate social responsibility (CSR)
activities, see, e.g., Kitzmueller and Shimshack, 2012). Subjects would also be better off choosing the FP over
the NP: they could choose to allocate, for example, 13 units of their effort to the social task, while still reaping
personal rewards from 2 units of commercial effort in the FP contract (whereas the NP contract does not reward
commercial action). Nonetheless, individuals choose organizations with a stated social mission over organizations
without one, suggesting that labels matter.
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4.3 Extensive margin: Worker self-selection

One of the reasons social entrepreneurs are reluctant to use pay for performance relates to their

potential attraction of less socially motivated individuals. To assess the validity of this concern,

Table 3 displays the average levels of Compassion and Social motivation across treatments.15

In Panel A, we find no significant differences in mean social preferences across treatments in

Part 2 of the experiment (Kruskal-Wallis p > 0.1), suggesting our randomization was successful.

Panel B displays social preferences separately for subjects selecting into the FP, SE, and NP

contracts in Part 3 of the experiment. SE social preferences are similar for the £0, £0.25, and

£0.50 treatments, but are significantly lower in the £1 treatment, as the t-tests in Panel C show

(p < 0.05 relative to the £0 treatment).16 This shift is consistent with our prediction that more

extrinsically motivated employees are attracted to SEs when incentives in this organization are

stronger. Nonetheless, we find that more workers join the SE as incentives become stronger:

while a £0 SE bonus attracts 28.8% of subjects (i.e. 49 out of 170), the £0.25, £0.50, and £1

bonuses attract 41%, 50.8%, and, respectively, 71.4% of subjects, mainly at the expense of FPs.

We investigate extensive margin effects further by comparing social preferences across Part 3

contract choices in Panel D of Table 3. As already visible in Panel B, outside of the £1 treatment,

self-selected SE workers’ social motivation is higher than that of FP workers (p < 0.05) and

indistinguishable from that of NP workers (p > 0.1), supporting our central contention that

the SE organizational form attracts highly motivated employees. However, SE workers’ Social

motivation in the £1 treatment is lower than that of NP workers (p = 0.014) and similar to that

of FP workers (p > 0.05). As noted above, this is driven by a large shift in subjects choosing SE

relative to FP when SE and FP contract terms are the same. In Panel E we inquire once again

whether SEs are closer to FPs or NPs in social preferences by comparing the former with the

15 For ease of interpretation, we standardize Compassion to have a mean of 0 and a standard deviation of 1.
16 Equality of variances F -tests do not indicate a wider dispersion of social preferences across treatments, but

Kolmogorov-Smirnov tests for equality of distributions suggest a different distribution of Social motivation in the
£1 treatment (p < 0.1). In Online Appendix E, we show that with a £1 bonus, the SE attracts more (fewer)
individuals from the bottom (top) 25% of the Social motivation distribution, shifting the distribution downwards.
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mean of the latter. While SEs are indistinguishable from this average in terms of Compassion,

they are significantly closer to NPs with regards to Social motivation when the bonus is £0,

£0.25, or £0.50. Thus, the scope for extensive margin effects appears limited, with only strong

incentives leading to a small, but significant decrease in SE employee social motivation.

As Figure 1 shows, allowing for employee self-selection does not alter the relationship between

monetary incentives and Social effort, although self-selection leads to an effort allocation that

appears closer to full balance. To formally test for differences across conditions, columns (1) and

(2) of Table 4 regress SE Social effort on dummies for incentive levels, the sorting condition, and

their interactions, with and without demographic and good cause controls. As some participants

perform the SE contract twice, we cluster standard errors at the individual level. If the extensive

margin is unimportant, we would expect the Sorting variable and its interaction with each

treatment level to be jointly insignificant. The first three rows replicate the results in columns

(1) to (4) in Panel A of Table 2, showing that the intensive margin effects are both significant

and substantial. When looking at the next four rows, where we add the main and interaction

sorting effects, we find some evidence of additional influence on effort allocation, but mainly

in the £0.50 treatment. The p-values for tests of joint significance, reported at the bottom of

Table 4, show that sorting differentially affects effort allocation only in the £0.50 treatment,

where subjects exert higher Social effort. Overall, therefore, most of the action is concentrated

in the intensive margin effects of monetary incentives on effort allocation.

Columns (3)-(6) of Table 4 present the results using two other dependent variables. First,

we account for potential differences in total effort – which may shift social effort downwards

in absolute, but not necessarily relative terms – by computing social effort as a share of total

effort. The results in columns (3) and (4) perfectly match those obtained using units of social

effort, suggesting that total effort does not represent an important margin of adjustment, in

line with our assumption in Section 2. Second, since one could be concerned with deviations

from balance in the direction of either C or S task effort, we also consider the absolute value of
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the difference between social and commercial effort, where a lower value implies better balance.

Columns (5) and (6) provide additional evidence against self-selection as the main mechanism

by which incentives affect effort allocation; however, they suggest that sorting does contribute

to better absolute balance in the £0.50 and £1 treatments.

In summary, our results suggest that incentives operate similarly with and without worker

self-selection. Modest incentives have no extensive margin effects and strong incentives may

engender a loss of employee social motivation, but do not skew employee effort towards the

commercial task, contrary to our hypotheses. In the social enterprise context, monetary rewards

work mainly at the intensive, rather than the extensive margin, directing employee attention

towards the remunerated commercial task in a way that generates a balanced effort allocation

in absolute terms, as well as relative to other organizational forms.

Sensitivity and heterogeneity Our results are robust to a wide set of sensitivity analyses.

These include alternative sampling restrictions (Online Appendix D), social preference measures

(Online Appendix E), effort measures (Online Appendix F), and multiple hypothesis testing ad-

justments, reflecting the number of outcomes and treatments we consider (Online Appendix G).

As women are often found to be more other-oriented than men and more likely to engage with

social, rather than commercial activities (Croson and Gneezy, 2009; Dimitriadis et al., 2017),

we stratified our randomization by gender. However, we find no substantial differences between

men and women in the effect of incentives on effort allocation (Online Appendix G). Our results

paint a clear picture: modest incentives induce a balanced effort allocation without an associated

reduction in social motivation.

5 Discussion

To achieve their economic and social value creation goals, social enterprises must allocate scarce

employee effort between commercial and social tasks. Owing to their embeddedness in a social

logic espousing an emphasis on social impact, a reluctance to employ practices stemming from
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a commercial logic, and high levels of other-regarding preferences among both founders and

employees, social enterprises often pay insufficient attention to revenue generation. As purpose

takes priority over profits, revenue drift hinders social enterprises’ ability to deliver on their

social mission and threatens their survival. Why then do so few social enterprises adopt pay

for performance practices, and why does the scholarly literature pay relatively little attention

to incentives in social enterprises?

We argue that in the absence of pecuniary rewards, social enterprise employees allocate most

of their effort to social tasks due to their high social motivation and perceived social mission

saliency. We hypothesize that monetary incentives elicit a balanced effort allocation by directing

employee effort to the commercial task and by potentially attracting workers with lower levels of

social motivation who are less prone to adverse specialization. While we expect modest incentives

to operate mainly at the intensive margin by increasing the benefits of exerting commercial effort,

strong incentives may work on the extensive margin by attracting less motivated employees who

could cause mission drift. Our experiment examines the effect of incentives on effort allocation

in social enterprises, identifying the mechanisms through which this effect propagates. Both

modest and strong incentives are found to produce a more balanced effort allocation, with

employee effort split roughly equally between a commercial and a social task. While modest

incentives do not affect social enterprise workforce composition, strong incentives do lead to a

small, but significant downwards shift in the distribution of workers’ social motivation.

Theoretical implications The tension between social and economic value creation in social

enterprises and its implications for firm performance are core questions in the hybrid organiza-

tions literature (Pache and Santos, 2010; Dacin et al., 2011; Smith et al., 2013; Battilana et al.,

2015; Smith and Besharov, 2019). While the risk of mission drift engendered by the pursuit of

commercial goals in social enterprises has received substantial attention (Ebrahim et al., 2014;

Ramus and Vaccaro, 2017; Grimes et al., 2018), few studies address revenue drift beyond noting
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threats to economic performance when firms put purpose ahead of profits (Tracey et al., 2011;

Battilana et al., 2015; Stevens et al., 2015; Staessens et al., 2018). Moreover, the usual incentive

tools used by commercial ventures to guide employee effort are often viewed as inappropriate for

social enterprises, due to their perceived incongruence with social impact and their potential to

attract less motivated workers (Bacchiega and Borzaga, 2001; Austin et al., 2006; Tracey et al.,

2011; Smith et al., 2013).

By applying incentive theory to social enterprises, we argue instead that monetary rewards

can stave off revenue drift in this type of hybrid organization. Whereas existing studies show

that firms often use social missions to elicit higher employee effort (Besley and Ghatak, 2005;

Henderson and Van den Steen, 2015; Burbano, 2016; Cassar, 2019), the nature of that effort has

been largely overlooked (Jones et al., 2018). Social enterprises relying solely on social mission to

attract and motivate employees are vulnerable to revenue drift, which may create obstacles to

growth and survival. By contrast, a combination of mission and monetary incentives succeeds

in making workers balance their effort between commercial and social tasks. In other words,

pay for performance mechanisms stemming from the commercial logic can be selectively coupled

with practices prescribed by the social logic (Pache and Santos, 2013).

Inasmuch as it engenders a deviation from social enterprises’ core focus on social mission,

an outcome of balance may still be considered a source of mission drift. However, we argue that

balance will afford social enterprises the resources needed for growth, allowing them to achieve

their social impact more reliably. Our results therefore reinforce the need to move away from

viewing mission drift as unequivocally bad and towards appreciating the situations where it may

be necessary (Grimes et al., 2018).

The experimental design developed in this article causally isolates the channels through which

incentives affect effort allocation. On the one hand, monetary rewards signpost to employees

what tasks are valuable for the organization; hence, they perform a normative function (Kaplan

and Henderson, 2005; Ethiraj and Levinthal, 2009; Wolfolds, 2018) and are integral to firms’
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structural distribution of attention (Ocasio, 1997). On the other hand, incentives also perform a

sorting function, potentially attracting employees with different pro-social motivations (Lazear,

2000; Cadsby et al., 2007). This can help achieve task effort balance if social motivation crowd-

out is small, but may backfire if self-selected workers are extrinsically motivated and exert

most of their effort on the incentivized commercial task (Deserranno, 2019). The evidence

from our experiment is consistent with an intensive margin, attention-directing role of monetary

rewards, with modest incentives being sufficient to balance the effort allocation without reducing

employee social motivation. By conveying the importance of a given task to all employees,

modest incentives may act as a coordination device and could be especially valuable either when

firms face largely conflicting goals (Kogut and Zander, 1996) or when a dominant logic prescribes

and legitimates non-optimal practices (Lounsbury, 2007) – both conditions that characterize

social enterprises.

Practical implications Facing growing competitive pressures, social enterprises are increas-

ingly turning their attention to operational sustainability. Monetary rewards offer one way

for social enterprises to overcome an excessive focus on social impact to the detriment of rev-

enue generation. Modest incentives are particularly appealing, as they expand the potential

employee pool and restore balance with minimal cost. Modest incentives are also unlikely to

reduce employee social motivation and increase risk taking or myopic behavior, and may thus

be expected to have minimal adverse effects on organizational activities outside the scope of our

study. Rather than attracting less motivated workers or over-emphasizing the relevance of com-

mercial tasks, modest incentives signal the value of certain actions to employees. Consequently,

social entrepreneurs need not worry too much about the pool of potential applicants but devote

attention instead to internal effort allocations and compensation design.

As our results show, a social enterprise that pays employees larger bonuses can attract more

candidates, such that incentives may aid social enterprises in their search for talent. Moreover,
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social entrepreneurs who use performance-based pay may gain an advantage by reassuring po-

tential investors of their commitment to commercial performance, thereby increasing the latter’s

willingness to invest. Furthermore, redirecting a fraction of employees’ attention towards revenue

generation can improve social enterprises’ cash flow and thus reduce their dependence on outside

finance; and by using the revenue generated to make operational investments, social enterprises

may improve their growth and survival prospects. Of course, monetary rewards for commercial

performance are but one tool available to social entrepreneurs. Additional means of guiding

employee effort include governance mechanisms (Ebrahim et al., 2014), hiring and socialization

practices (Battilana and Dorado, 2010), and (where quantifiable) rewards for achieving social

impact and operational targets (Wolfolds, 2018). Assessing the comparative efficacy and comple-

mentarity of such practices with pay for performance mechanisms presents an interesting avenue

for future research, with potentially important implications for social enterprise performance.

Limitations Reflecting our interest in how high-powered incentives affect effort allocation,

we studied a wide range of incentive strengths in social enterprises, from as weak monetary

incentives as in non-profits, to as strong monetary incentives as in for profits. Conceptually,

we thus covered the entire range of relevant incentive strengths. Nevertheless, it might be that

our choice of experimental parameters still limited this range. In particular, the good cause

payoff was set to always be £1 and the monetary bonus was set to be at most £1 per slider,

as well. The relatively high return to the social task was chosen to ensure that this task was

on a level playing field with the commercial task; but one may be legitimately worried that the

monetary incentives used in our experiment could be perceived as overly weak. A wider range

of bonus levels, exceeding the good cause payoff, could potentially lead to different findings for

strong incentives and explain why we failed to find evidence for hypotheses 2 and 4. However,

this should not affect our main conclusion that modest incentives seem to help social enterprises

rather than hurt them.
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To causally isolate if and how monetary incentives affect effort allocation, we purposely

simplified the nature of social enterprises at the expense of their hybrid complexity. One could

thus be concerned with the external validity of our experiment, given the multitude of tasks

social enterprise employees may perform, the number of dimensions on which employees may

differ, as well as the nuanced presentation of different types of firms’ objectives in real life.

Nonetheless, we believe our experiment captures the fundamental tension between commercial

and social tasks in social enterprises and employee effort allocation in a simple and transparent

manner. While we attempted to alleviate external validity concerns by recruiting participants

from a representative pool of potential employees and giving them realistic choices of company

types and missions, field replications represent a natural and necessary extension of our study.

Future research Our experiment raises several questions that future research should address.

First, social enterprise effectiveness may depend on coordinated action and team performance.

If so, are team incentives better than individual incentives? Does their effectiveness vary with

employee heterogeneity? These questions need to be addressed in future research. Second,

the introduction of pay for performance is often accompanied by a justification, helping the

practice gain legitimacy. Does the communication of incentives matter for their success? How

does goal clarity improve that communication? How do social enterprises justify and implement

an incentive change? Again, these questions deserve further exploration in subsequent work.

Third, the presence of monetary incentives in social enterprises is likely to affect a broad range

of institutional referents, beyond employees. For example, it is unclear how targeted communities

perceive social enterprises that adopt monetary rewards. Are they more likely to be perceived

as professional or are they downgraded for possibly courting mission drift?

Fourth, financial incentives may have other, potentially negative effects on aspects of hybrid

organizations that our work has not considered. For instance, while we find that self-selected

employees’ inequality aversion is not affected by incentive strength (see Online Appendix E),
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pay for commercial performance may reveal significant productivity differences and engender

social comparisons, with potentially adverse effects. One can then ask: do such incentives create

internal conflicts between employees with different social preferences? Do monetary rewards

generate long run distortions? What are joiners’ commitment and retention rates? For social

enterprises to achieve their promise, it is crucial to answer these questions, in both stylized

experimental settings and in the field. Fifth, social enterprises exhibit substantial heterogeneity

in their ability to measure social impact, which may affect how pay for performance influences

effort allocation. Analyses of the relationship between the extent to which social impact is

measurable and the potential for revenue and mission drift in a multitasking framework thus

represent additional research avenues that may prove valuable for understanding the tensions

and challenges social enterprises face.

Finally, the nature of the experiment constrains our ability to describe social enterprises in

detail; nonetheless, even when exactly the same available actions and reward structure (for both

own and good cause payoffs) exist in social enterprises as in for-profits or non-profits, rather

surprisingly, behavior differs markedly across organizational forms. Despite our avoidance of

the explicit ‘social enterprise’ label, subjects clearly distinguished this organizational form from

the alternatives, as evidenced by their effort choices. This result highlights the importance

of future research on the perception of social enterprises as a potentially distinct category,

whose prescriptions for action employees and wider audiences may ultimately internalize, thereby

providing additional legitimacy for this organizational form.

Conclusion We have argued theoretically and provided experimental evidence that social

enterprises can address revenue drift – an excessive focus on social impact at the expense of

generating revenue – by deploying monetary rewards. Modest incentives redirect employee

attention to commercial tasks and reinforce social enterprises’ commitment to achieving their

social mission via market-based mechanisms, without attracting less socially employees. Our
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findings question a common view in social entrepreneurship that incentives are incongruent

with social impact and/or attract the ‘wrong’ kind of employee. This study contributes to a

growing literature on hybrid organizations’ challenges of managing competing logics and opens

up a whole vista of interesting questions regarding social enterprises’ compensation practices

and organizational design.
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Figure 1: Social effort in social enterprises by treatment and sorting condition, with 95%
confidence intervals; the dashed line represents a fully balanced effort allocation.
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Figure 2: Distribution of social effort in social enterprises. The £0 distribution is different
from the £0.25, £0.50, and £1 distributions (Kolmogorov-Smirnov p < 0.001, no sorting;
p < 0.01, sorting). The latter distributions are not different from each other (p > 0.1).
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Table 1: Experimental Design

Actions and Own payoff Good cause payoff
measures (C task) (S task)

Part 1 Choose good cause
Practice slider task
Comprehension check

Part 2 FP contract £1 £1
NP contract £0 £1
SE contract £0/£0.25/£0.50/£1 £1

Part 3 Choose preferred contract
FP contract (if selected) £1 £1
NP contract (if selected) £0 £1
SE contract (if selected) £0/£0.25/£0.50/£1 £1

Part 4 Demographics
Social preferences

Compassion: sub-scale of public service motivation scale
Altruism: incentivized £10 dictator (giver)
Inequality aversion: hypothetical £10 ultimatum (receiver)
Hypothetical altruism: hypothetical £1,000 lottery
Willingness to share: without expecting anything in return
Prosocial behavior : observed prosocial behavior

Risk and time preferences
Attention check
Manipulation check

Recruitment: Prolific Academic, a UK-based online platform (link)
Stratification: by gender, for comparison purposes
Target number of subjects: 800 in total, 200 per bonus level, 100 per gender × bonus level
Restrictions: UK resident, ages 18-64, active labor force, prior approval rate > 90%
Participation fee: £3 for 15-20 minutes
Bonuses: 5% or 1 in 20 subjects, up to £80, from slider task and dictator (giver/receiver)
Good causes: The Big Issue Foundation, Fairtrade Foundation, Water Aid
Preregistration: Open Science Framework (link)

We randomize the order in which contracts are displayed in Part 2 and the order in which the options
are presented in Part 3. The choice of good cause determines the charity that the good cause payoffs
will be donated to, but also the organizational mission that the fictional (social) enterprises will
pursue, i.e. workforce reintegration, fair and equitable trade, and water quality and environment.
Each subject is randomly allocated a social enterprise incentive level (£0, £0.25, £0.50, or £1) as
they enter the experiment, and is exposed to only one of these levels throughout. In addition, subjects
never see the labels used (FP, SE, NP), and only infer the type of company. We restrict subjects’
prior approval rate on the platform to be higher than 90% to ensure high-quality answers.
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Table 2: Social Effort, by Contract and Treatment

No sorting Sorting

£0 £0.25 £0.50 £1 £0 £0.25 £0.50 £1
(1) (2) (3) (4) (5) (6) (7) (8)

A. Social effort levels across contracts
FP 4.918 5.152 5.227 5.640 3.956 4.131 4.100 4.846

(4.506) (4.479) (4.435) (4.613) (3.836) (3.735) (3.672) (4.846)
N 170 178 185 175 90 84 70 26

SE 10.935 7.129 7.108 7.343 10.633 7.534 8.000 7.600
(3.612) (3.727) (3.595) (3.534) (3.408) (3.262) (3.002) (2.527)

N 170 178 185 175 49 73 94 125
NP 13.306 12.719 12.984 12.697 13.355 13.762 13.367 13.458

(2.939) (3.169) (3.303) (3.503) (2.537) (2.364) (3.851) (3.413)
N 170 178 185 175 31 21 21 24

B. SE effort t-tests of equality of means across treatments, p-values
vs £0 0.000 0.000 0.000 0.000 0.000 0.000
vs £0.25 0.956 0.581 0.340 0.874
vs £0.50 0.533 0.286

C. SE effort t-tests of equality with FP and NP, p-values
vs FP 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
vs NP 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000

D. SE effort t-tests of equality with FP and NP average, sign and p-values
+0.000 −0.000 −0.000 −0.000 +0.001 −0.006 −0.118 −0.013

Standard deviations in parentheses. We use matched pair t-tests for the no sorting condition, since
all individuals performed the slider task in all contract types. In the bottom row, we compare SE
social effort with the average of FP and NP social effort to show where the SE lies on the continuum
between FP and NP: ‘+’ means SE is closer to NP than to FP, and ‘−’ means SE is closer to FP than
to NP. All p-values are two-sided.
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Table 3: Motivation and Contract Choice

Compassion (standardized) Social motivation (factor)

£0 £0.25 £0.50 £1 £0 £0.25 £0.50 £1
(1) (2) (3) (4) (5) (6) (7) (8)

A. Motivation across contracts, without sorting
All 0.038 -0.025 0.050 -0.065 0.020 -0.036 0.049 -0.035

(0.953) (1.015) (1.086) (0.937) (0.752) (0.768) (0.827) (0.670)
N 170 178 185 175 170 178 185 175

B. Motivation across contracts, with sorting
FP -0.185 -0.255 -0.266 -0.318 -0.237 -0.282 -0.254 -0.293

(0.949) (1.088) (1.159) (0.989) (0.768) (0.745) (0.871) (0.763)
N 90 84 70 26 90 84 70 26

SE 0.272 0.150 0.209 -0.031 0.292 0.196 0.222 -0.046
(0.863) (0.902) (0.970) (0.920) (0.637) (0.705) (0.742) (0.624)

N 49 73 94 125 49 73 94 125
NP 0.311 0.287 0.392 0.036 0.333 0.145 0.284 0.303

(0.965) (0.917) (1.114) (0.960) (0.605) (0.796) (0.763) (0.682)
N 31 21 21 24 31 21 21 24

C. SE motivation t-tests of equality of means across treatments, p-values
vs £0 0.458 0.699 0.047 0.443 0.575 0.002
vs £0.25 0.692 0.177 0.815 0.012
vs £0.50 0.063 0.004

D. SE motivation t-tests of equality with FP and NP, p-values
vs FP 0.006 0.013 0.005 0.156 0.000 0.000 0.000 0.080
vs NP 0.854 0.547 0.449 0.745 0.782 0.777 0.736 0.014

E. SE motivation t-tests of equality with NP and FP average,
sign and p-values

+0.147 +0.320 +0.319 −0.506 +0.025 +0.025 +0.068 −0.653

Standard deviations in parentheses. We standardize Compassion to have a mean of 0 and a standard
deviation of 1. In the bottom row, we compare SE motivation with the average of FP and NP
motivation to show where the SE lies on the continuum between FP and NP: ‘+’ means SE is closer
to NP than FP, and ‘−’ means SE is closer to FP than NP. All p-values are two-sided.
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Table 4: Intensive and Extensive Margin Effects on SE Effort Allocation

Social effort units Social effort share Absolute balance

(1) (2) (3) (4) (5) (6)

£0.25 -3.806*** -3.934*** -0.252*** -0.260*** -2.197*** -2.389***
(0.394) (0.397) (0.026) (0.026) (0.587) (0.587)

£0.50 -3.827*** -3.934*** -0.254*** -0.261*** -2.570*** -2.823***
(0.383) (0.389) (0.026) (0.026) (0.589) (0.591)

£1 -3.592*** -3.670*** -0.237*** -0.241*** -2.717*** -2.885***
(0.385) (0.392) (0.026) (0.026) (0.591) (0.600)

Sorting -0.303 -0.240 -0.020 -0.017 -0.935 -0.856
(0.471) (0.464) (0.031) (0.031) (0.838) (0.822)

Sorting × £0.25 0.708 0.639 0.047 0.043 0.005 0.177
(0.588) (0.586) (0.039) (0.039) (0.972) (0.948)

Sorting × £0.50 1.195** 1.128** 0.081** 0.077** 0.047 0.005
(0.577) (0.572) (0.038) (0.038) (0.930) (0.913)

Sorting × £1 0.560 0.489 0.034 0.030 -0.778 -0.837
(0.537) (0.531) (0.036) (0.035) (0.904) (0.886)

Constant 10.935*** 11.545*** 0.729*** 0.770*** 7.894*** 7.899***
(0.277) (0.631) (0.018) (0.042) (0.467) (0.929)

Tests of joint significance of Sorting + Sorting × treatment, p-values:
£0.25 0.250 0.266 0.251 0.274 0.059 0.153
£0.50 0.008 0.008 0.007 0.007 0.027 0.034
£1 0.321 0.344 0.408 0.436 0.000 0.000

Controls No Yes No Yes No Yes

N 1,049 1,049 1,049 1,049 1,049 1,049
R2 0.152 0.177 0.151 0.175 0.066 0.113

*** p < 0.01, ** p < 0.05, * p < 0.1. Standard errors clustered at the subject level in parentheses. The
baseline category is the £0 treatment when sorting is not possible. The dependent variable is Social
effort, i.e. S task effort, in columns (1) and (2), social effort as a share of total effort, i.e. S/(S +C),
in columns (3) and (4), and absolute balance, i.e. |S − C|, in columns (5) and (6). Controls include
age, gender, studentship, education, income, risk and time preferences, and choice of good cause.
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This online appendix includes additional material for our paper entitled “Striking a Balance:
Revenue Drift, Incentives, and Effort Allocation in Social Enterprises”. We provide the full
experimental instructions including company and task descriptions, payoff explanations, social
preference measures, and other demographic variables in Appendix A. Appendix B then provides
a set of checks on our experimental design, including descriptive statistics, social preference
correlations, an analysis of good cause choice, and a randomization check, as well as discusses the
results of our pilot experiment. Appendix C details the results of power calculations performed
prior to running the experiment, including minimum detectable effect sizes. Appendix D shows
that results are robust to tightening or relaxing the sample restrictions, Appendix E examines
robustness with regards to alternative social preference measures, and Appendix F considers
a set of alternative effort measures and regression analyses. Finally, Appendix G discusses
the results of multiple hypothesis testing adjustments, reflecting the number of outcomes and
treatments we consider, as well as heterogeneity analyses with regards to gender, previous social
sector experience, and mission choice.
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Appendix A Instructions
Welcome Thank you for taking part in this study designed to learn about how people make
decisions.17 The choices we ask you to make are based on methods and techniques from eco-
nomics, business administration, and psychology. The experiment is expected to take around 20
minutes. At the top of your screen, you will be able to see what percentage of the questionnaire
you have already completed.

Personal data will be kept confidential. Your answers will only be used for this research. The
published results will not refer to a person by name and will not describe individual choices. We
will not disclose information to third parties. Aside from the participation fee, this experiment
allows you to earn additional money. Out of all respondents who completed the questionnaire,
we will randomly select 40 respondents for payment; as we expect around 800 participants in this
experiment, the chance of being chosen for payment is about 1/20. Depending on the choices
made, those chosen for payment can earn up to £80. Your cooperation is greatly appreciated.

The task This experiment will consist of four parts. In Parts 2 and 3, you will perform a
slider task. This consists of a screen with 15 horizontal sliders, labeled from 0 to 100. As shown
below, each slider is initially positioned at 50 and can be moved towards 0 or 100. These labels
carry no inherent value, and only provide an axis for the slider. Each slider has a number to the
right of it showing its current position. You can use your mouse in any way you like to move
each slider. You can readjust the position of each slider as many times as you wish. You will
have a chance to practice moving sliders shortly.

The task involves making a choice between placing the slider at 25 or 75, each corresponding
to an action and a payoff that will be made clear at the beginning of each slider round. Placing
the slider at 25 will always generate a payoff to you. Placing the slider at 75 will always generate
a payoff to a good cause (which you will select below). Each slider will carry a payoff between
£0 and £1, stated explicitly whenever you perform the task. Note that a slider will be taken
into consideration for your payoff only if positioned at exactly 25 or 75, as accuracy is valued.

Figure A.1: Slider example.

Payment You will receive a fixed fee of £3 for completing this experiment. In addition, you
can earn money in each of the rounds where you will perform the slider task, with the exception
of the practice round. Finally, you can earn money in some of the questions asked towards
the end of the experiment. It will always be clearly indicated if and how (much) money can
be earned. When the experiment has concluded, a number of participants will be randomly
selected as winners and will receive payment. We expect around 800 participants, and only 40
will be selected for payment: we therefore expect around 1 in 20 participants to be selected for
payment. Throughout the experiment, you will also have the chance to earn money for both
yourself and a good cause. You will have a chance to select a good cause below. If you are
selected for payment, any payoff you have generated for the good cause will be transferred to
that particular good cause.

17 A preview can be accessed here.
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Part 1 – Good cause and practice

This part of the experiment allows you to choose your preferred good cause and become familiar
with the task. Please proceed to the next screen.18

Please choose one of the three organizations below corresponding to your preferred good cause:

• Workforce reintegration: The Big Issue Foundation seeks to promote the social and
financial inclusion of its vendors by identifying and motivating individuals to engage with
the services that will help them move forward and deal with their homelessness and health
issues and achieve their own goals.
• Fair and equitable trade: Fairtrade Foundation seeks to connect disadvantaged pro-
ducers and consumers, promote fairer trading conditions through standardization and
certification and empower producers to combat poverty, strengthen their position, and
take more control over their lives.
• Water quality and environment: Water Aid seeks to deliver clear water, improved
sanitation, and proper hygiene to developing countries through a combination of technical
solutions and hygiene education. They aim to ensure the effectiveness of their projects by
using carbon-neutral, sustainable methods that preserve the environment.

You now have a chance to practice moving sliders. Please remember that a slider is considered
correctly placed only if placed at exactly 25 or exactly 75. The numbers only represent positions
that correspond to actions providing an own payoff and a payoff to the previously selected good
cause. These 2 sliders are given for you to become familiar with the task. You will not be paid
for this practice round. Please keep in mind that in the actual task you will position sets of 15
sliders. When you are sufficiently familiar with this task, please proceed to the next screen.

Comprehension check Before proceeding to the actual task, please answer the following
questions.

If each slider placed at 25 produces an own payoff of 5 points, and each slider placed at 75
produces a good cause payoff of 20 points, what is the good cause payoff when 5 sliders are
placed at 75?

• 100
• 25
• 40

If each slider placed at 25 produces an own payoff of 10 points, and each slider placed at 75
produces a good cause payoff of 20 points, what is the good cause payoff when 2 sliders are
placed at 75?

• 100
• 25
• 40

If each slider placed at 25 produces an own payoff of 5 points, and each slider placed at 75
produces a good cause payoff of 20 points, what is your payoff when 5 sliders are placed at 25?

• 100
• 25
• 40

This is the end of Part 1. Please proceed to the next screen.
18 Randomization is employed with regards to the order of: i) good causes, ii) attention check questions (and

options), iii) contracts in Part 2, and iv) contracts in the choice question in Part 3.
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Part 2 – All contracts

You will now be performing the slider task under a set of different contracts. Throughout the
experiment you will behave as an employee of a set of companies. These companies provide
similar services, but have different objectives, as explained at the beginning of each scenario.
Please read the company descriptions carefully. Moving the slider will allow you to make
choices as an employee of those companies. The actions described within each contract will
correspond to potential actions of employees of such companies, and generate either a payoff to
you or the good cause you selected earlier. The text will explain clearly how the payoffs are
generated. Please proceed to the next screen.

Workforce reintegration (if selected)

For profit Imagine you are working for a company providing garbage collection services on
the market. The company only cares about generating revenue through the sale of
services.

• By placing the slider exactly at position 25 you can generate revenue for the company
through the sale of goods and services; each slider you position at 25 will give you a payoff
of £1.
• By placing the slider exactly at position 75 you can contribute to the professional devel-
opment of its employees; each slider you position at 75 will give a payoff of £1 to the good
cause.19

Please place the 15 sliders below as you see fit.

Non profit Imagine you are working for a company aimed at reintegrating long term unem-
ployed people into the workforce by hiring them to provide garbage collection services. The
company only cares about workforce reintegration through the professional devel-
opment of the long term unemployed.

• By placing the slider exactly at position 25 you can generate revenue for the company
through the sale of services; each slider you position at 25 will give you a payoff of £0.
• By placing the slider exactly at position 75 you can contribute to the professional devel-
opment of its employees; each slider you position at 75 will give a payoff of £1 to the good
cause.

Please place the 15 sliders below as you see fit.

Social enterprise Imagine you are working for a company aimed at reintegrating long term
unemployed people into the workforce by hiring them to provide garbage collection services that
are then sold on the market. It is in the best interest of the organization that both
ensuring the professional development of the long term unemployed and generating
revenue through the sale of services receive attention from employees.

• By placing the slider exactly at position 25 you can generate revenue for the company
through the sale of services; each slider you position at 25 will give you a payoff of
£0/£0.25/£0.50/£1.
• By placing the slider exactly at position 75 you can contribute to the professional devel-
opment of its employees; each slider you position at 75 will give a payoff of £1 to the good
cause.

Please place the 15 sliders below as you see fit.
19 The availability of the social task in FP contracts approximates the possibility of CSR activities.
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Fair and equitable trade (if selected)

For profit Imagine you are working for a company investing in new businesses. The company
only cares about generating returns for its investors by selecting the most promising
ventures.

• By placing the slider exactly at position 25 you can generate returns for the company by
investing in the most promising ventures; each slider you position at 25 will give you a
payoff of £1.
• By placing the slider exactly at position 75 you can make finance accessible to fair trade
businesses in developing countries; each slider you position at 75 will give a payoff of £1
to the good cause.

Please place the 15 sliders below as you see fit.

Non profit Imagine you are working for a company dedicated to investing in new businesses.
The company only cares about alleviating poverty by supporting fair trade busi-
nesses in developing countries.

• By placing the slider exactly at position 25 you can generate returns for the company by
investing in the most promising ventures; each slider you position at 25 will give you a
payoff of £0.
• By placing the slider exactly at position 75 you can make finance accessible to fair trade
businesses in developing countries; each slider you position at 75 will give a payoff of £1
to the good cause.

Please place the 15 sliders below as you see fit.

Social enterprise Imagine you are working for a company investing in new businesses. It
is in the best interests of the organization that both offering fair trade businesses
in developing countries access to loans and credit facilities and ensuring a positive
rate of return on investments receive attention.

• By placing the slider exactly at position 25 you can generate returns for the company by
investing in the most promising ventures; each slider you position at 25 will give you a
payoff of £0/£0.25/£0.50/£1.
• By placing the slider exactly at position 75 you can make finance accessible to fair trade
businesses; each slider you position at 75 will give a payoff of £1 to the good cause.

Please place the 15 sliders below as you see fit.

Water quality and environment (if selected)

For profit Imagine you are working for a company providing water services to a variety of
other organizations on the market. The company only cares about generating revenue
by expanding market access.

• By placing the slider exactly at position 25 you can generate revenue for the company by
expanding market access; each slider you position at 25 will give you a payoff of £1.
• By placing the slider exactly at position 75 you can reduce the carbon emissions resulting
from product packaging and delivery; each slider you position at 75 will give a payoff of
£1 to the good cause.

Please place the 15 sliders below as you see fit.
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Non profit Imagine you are working for a company providing environmentally sustainable
water services to a variety of other organizations. The company only cares about hav-
ing an environmentally friendly product, with minimal carbon emissions and fully
recyclable packaging.

• By placing the slider exactly at position 25 you can generate revenue for the company by
expanding market access; each slider you position at 25 will give you a payoff of £0.
• By placing the slider exactly at position 75 you can reduce the carbon emissions resulting
from product packaging and delivery; each slider you position at 75 will give a payoff of
£1 to the good cause.

Please place the 15 sliders below as you see fit.

Social enterprise Imagine you are working for a company providing environmentally sus-
tainable water services to a variety of other organizations on the market. It is in the best
interests of the organization that both ensuring that production and delivery are
done with minimal environmental impact and increasing revenues by expanding
market access receive attention.

• By placing the slider exactly at position 25 you can generate revenue for the company
by expanding market access; each slider you position at 25 will give you a payoff of
£0/£0.25/£0.50/£1.
• By placing the slider exactly at position 75 you can reduce the carbon emissions resulting
from product packaging and delivery; each slider you position at 75 will give a payoff of
£1 to the good cause.

Please place the 15 sliders below as you see fit.

This is the end of Part 2. Please proceed to the next screen.

Part 3 – Preferred contract

You will now perform the slider task once more. However, this time you can choose your
preferred contract from the ones in Part 2. Please proceed to the next screen.

Workforce reintegration (if selected)

Which contract would you like to perform the slider task in?

• The company provides garbage collection services on the market and cares only about
generating revenue. Placing the slider at exactly 25 produces an own payoff of £1. Placing
the slider at exactly 75 produces a payoff of £1 for the good cause.
• The company reintegrates the unemployed into the workforce by hiring them to provide
garbage collection services and cares only about the professional development of its em-
ployees. Placing the slider at exactly 25 produces an own payoff of £0. Placing the slider
at exactly 75 produces a payoff of £1 for the good cause.
• The company reintegrates unemployed people into the workforce by hiring them to provide
garbage collection services that are sold on the market. It is in the best interests of the
organization that both generating revenue and aiding the professional development of its
employees receive attention. Placing the slider at exactly 25 produces an own payoff of
£0/£0.25/£0.50/£1. Placing the slider at exactly 75 produces a payoff of £1 for the good
cause.
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Fair and equitable trade (if selected)

Which contract would you like to perform the slider task in?

• The company invests in the most promising new businesses and cares only about generating
returns for investors. Placing the slider at exactly 25 produces an own payoff of £1. Placing
the slider at exactly 75 produces a payoff of £1 for the good cause.
• The company provides access to finance for fair trade businesses in developing countries
and cares only about poverty alleviation. Placing the slider at exactly 25 produces an own
payoff of £0. Placing the slider at exactly 75 produces a payoff of £1 for the good cause.
• The company provides access to finance for fair trade businesses in developing countries
with a positive rate of return on investments. It is in the best interests of the company
that both generating positive returns and poverty alleviation receive attention. Placing
the slider at exactly 25 produces an own payoff of £0/£0.25/£0.50/£1. Placing the slider
at exactly 75 produces a payoff of £1 for the good cause.

Water quality and environment (if selected)

Which contract would you like to perform the slider task in?

• The company provides water services to other organizations on the market and cares only
about generating revenue. Placing the slider at exactly 25 produces an own payoff of £1.
Placing the slider at exactly 75 produces a payoff of £1 for the good cause.
• The company provides water services to other organizations and cares only about envi-
ronmental sustainability. Placing the slider at exactly 25 produces an own payoff of £0.
Placing the slider at exactly 75 produces a payoff of £1 for the good cause.
• The company provides water services to other organizations on the market. It is in the
best interest of the organization that both generating revenue and environmental sus-
tainability receive attention. Placing the slider at exactly 25 produces an own payoff of
£0/£0.25/£0.50/£1. Placing the slider at exactly 75 produces a payoff of £1 for the good
cause.

[Subjects then perform slider task in chosen contract.]
This is the end of Part 3. Please proceed to the next screen.

Part 4 – Questionnaire

Before you complete the experiment, please answer the following questions.

What is your gender?

• Male
• Female

What is your age?

• Under 25
• 25-34
• 35-44
• 45-54
• 55 or older

What is the highest level of schooling you have completed?

• High school diploma
• Bachelor degree
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• Master degree
• Other

Are you currently as student?

• Yes
• No

What is your educational background?

• Economics and business
• Arts, architecture, and design
• Science, technology, engineering, and mathematics
• Law, social sciences, and humanities
• Medicine, health, and care
• Other

What was your gross income (across all sources of income) in 2018? We understand this infor-
mation is sensitive. Therefore, if you want, you can keep it private. However, this information
may help us understand differences in economic decision-making.

• Less than £10,000
• Between £10,000 and £25,000
• Between £25,000 and £50,000
• Between £50,000 and £75,000
• More than £75,000
• I prefer not to answer this question

For this question, you will be randomly and anonymously paired with another participant. This
question allows you to earn some money. You are endowed with £10 and have to decide
how much of the £10 you would like to share with the other participant. Please enter the
amount you would like to give to the other participant below (you will keep the remainder of
the £10 for yourself). Values between 0 and 10 are allowed, up to two decimals (e.g. 9.99 or
0.01). If selected for payment, you will receive the amount you chose to keep and
the randomly selected participant will receive the amount you chose to give. At the
same time, you will also be randomly paired with another participant deciding how
to share £10 with you. If selected for payment, you will also receive this amount.
Note that the person you give to and the person that gives to you will not be the
same person. [Altruism]

• ...

Imagine a similar situation to the one just described (i.e. sharing £10), with three differences.
First, in this case, you are the recipient. Second, you can choose to refuse the amount received
if you consider it inappropriate. However, if you refuse the amount, neither you or the other
person would receive any payoff. Note that this question will not earn you money. What
would be the minimum amount offered that you would accept? Values between 0 and 10 are
allowed, up to two decimals (e.g. 9.99 or 0.01). [Inequality aversion]

• ...

For each of the statements below, please select the option that best describes you. The options
are: strongly disagree, somewhat disagree, neither agree nor disagree, somewhat agree, and
strongly agree. [Compassion]

• I am rarely moved by the plight of the underprivileged. (reverse coded)
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• Most social programs are too vital to do without.
• It is difficult for me to contain my feelings when I see people in distress.
• To me, patriotism includes seeing to the welfare of others.
• I seldom think about the welfare of people whom I don’t know personally. (reverse coded)
• I am often reminded by daily events about how dependent we are on one another.
• There are few public programs that I wholeheartedly support. (reverse coded)
• I have little compassion for people in need who are unwilling to take the first step to help
themselves. (reverse coded)
• Please click on ‘Somewhat disagree’ [attention check]

Imagine you won £1,000 in a lottery. Considering your current situation, how much would you
donate to a good cause? Values between 0 and 1,000 are allowed, up to two decimals (e.g. 999.99
or 0.01). [Hypothetical altruism]

• ...

How do you assess your willingness to share with others without expecting anything in return
when it comes to a good cause? Please use a scale from 0 to 10, where 0 means you are
“completely unwilling to share” and 10 means you are “very willing to share”. You can use
values in between to indicate where you fall on the scale. [Willingness to share]

• ...

Are you generally a person who is fully prepared to take risks or do you try to avoid taking
risks? Please use a scale from 0 to 10, where 0 means you are “completely unwilling to take
risks” and 10 means you are “fully prepared to take risks”. You can use values in between to
indicate where you fall on the scale. [Risk preferences]

• ...

How willing are you to give up something that is beneficial for you today in order to benefit more
from that in the future? Please use a scale from 0 to 10, where 0 means you are “completely
unwilling to give up something today” and 10 means you are “fully prepared to give up something
today”. You can use values in between to indicate where you fall on the scale.[Time preferences]

• ...

How would you label an organization with both economic and social value creation goals?

• ...

How would you perceive a social enterprise that introduces performance bonuses?

• ...

What was the own payoff per slider offered by the social enterprise contract?

• £0/£0.25/£0.50/£1 [manipulation check]

In the past, have you:

• Been employed by a non-profit? Yes/no
• Been employed by a social enterprise? Yes/no

How often do you:

• Volunteer? Rarely/often
• Donate to social organizations? Rarely/often
• Work professionally with social organizations? Rarely/often [Prosocial behavior ]
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Appendix B Experimental Checks
Sample and summary statistics This appendix presents a set of basic checks on the data
generated through our experiment, whose design we summarize in Table 1. We impose several
restrictions on our main sample in order to ensure the highest quality of data. First, we consider
sliders placed at 23-27 and 73-77 as correct, indicating a clear intention to exert commercial or
social effort; we then require that subjects have placed at most 10 of the 60 sliders they perform
overall outside of these ranges. Second, we require subjects to pass at least one of the attention
and manipulation checks. Third, we require our gender variables and the one offered by Prolific
to be in agreement. Fourth, we require subjects not to complete the experiment in less than 10
minutes or more than 40 minutes (potential signals of lack of attention). These criteria leave us
with a sample of 708 subjects, although Appendix Table D.1 shows our findings are robust to
tightening or relaxing these restrictions. Table B.1 provides summary statistics for our sample.
Half of the participants are women, 16.5% are students, 40% have a bachelor degree, and 13%
have a master degree. Respondents span the income and age ranges, although a large share
are below age 44 and below £50,000 annual income. Average Compassion is 29 out of 40 and
subjects share on average £4.2 in the dictator game (with a large fraction sharing exactly £5).
Subjects report being willing to share without expecting anything in return (mean 6.4 on a
0-10 scale), and 24.4% and 10.5% report previous non-profit or social enterprise employment.
Table B.2 also shows that most social preference measures are positively correlated. Subjects
are moderately willing to take risks (mean 5.1 on a 0-10 scale), but are willing to give something
up today in order to benefit in the future (mean 6.5 on a 0-10 scale). Finally, subjects completed
the experiment in around 18.5 minutes on average, although substantial variation exists.

Good cause (mission) choice To ensure the saliency of the social task, we allowed subjects to
choose their preferred good cause from the options: workforce reintegration, fair and equitable
trade, and water quality and environment. This choice of good cause informs the company
descriptions (mission) that subjects face. Subjects’ choices are shown in Table B.3, by treatment.
Table B.4 performs a multinomial logit estimation of the choice of mission on demographics,
social preferences, and dummies for the treatment subjects were allocated to (i.e. £0.25, £0.50,
and £1 incentive levels, against a £0 baseline). The results suggest that social preferences and
demographics are largely uncorrelated with the choice of good cause. Subjects in the £0.25
and £0.50 treatments were less likely to select a workforce reintegration or fair trade mission,
preferring an environmental mission instead, and the treatment dummies are jointly significant
(p = 0.023). However, a χ2 test cannot reject the independence of mission and treatment (p
= 0.111). The latter is consistent with the structure of the experiment, as subjects were not
aware of the treatment they were randomly allocated to (i.e., the SE bonus) when they chose the
good cause. To alleviate any concerns regarding the endogenous nature of the mission choice,
our robustness checks using regression analyses include mission choice dummies, essentially
comparing within groups of individuals choosing the same good cause.

Randomization check We assess whether our randomization procedure has been successful
by estimating a set of regressions of various demographics and social preferences on treatment
dummies in Table B.5. The £0.25 treatment has a slightly larger share of individuals with
income between £25,000 and £50,000, and subjects took longer to practice the slider task in the
£0.50 and £1 treatments. These significant coefficients are within the bounds of the number
of significant effects appearing by chance, and become insignificant with multiple hypothesis
testing adjustments (Romano and Wolf, 2005; List et al., 2018). For other demographics and
social preferences the dummies are jointly insignificant (all p > 0.25), and produce a poor fit of
the data (all R2 < 0.01). This is true not only for the main analysis sample (N = 708), but also
for all available observations (N = 796). Overall, our randomization has been successful.
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Table B.1: Descriptive Statistics

Mean Std. dev. N Min Max

A. Demographics
Female 0.499 (0.500) 708 0 1
Student 0.165 (0.372) 708 0 1
Education: High school 0.359

Bachelor degree 0.398
Master degree 0.127

Income: < £10,000 0.215
£10,000 – £25,000 0.329
£25,000 – £50,000 0.307
£50,000 – £75,000 0.077

> £75,000 0.025
Age: 18 – 24 0.216

25 – 34 0.356
35 – 44 0.226
45 – 54 0.140
55 – 64 0.062

B. Social preferences
Compassion 29.195 (4.969) 708 12 40
Altruism 4.207 (2.181) 708 0 10
Inequality aversion 2.698 (2.275) 708 0 10
Hypothetical altruism 134.859 (159.739) 708 0 1,000
Willingness to share 6.404 (2.354) 708 0 10
Non-profit employment 0.244 (0.430) 708 0 1
Social enterprise employment 0.105 (0.306) 708 0 1
Volunteer 0.226 (0.419) 708 0 1
Donate 0.520 (0.500) 708 0 1
Work with social organization 0.160 (0.366) 708 0 1
Prosocial behavior 1.254 (1.159) 708 0 5
Social motivation (factor) 0.000 (0.757) 708 -2.450 2.307
Compassion (standardized) 0.000 (1.000) 708 -3.460 2.174
Risk taking 5.130 (2.474) 708 0 10
Time discounting 6.532 (2.193) 708 0 10

C. Experimental parameters
Practice time 40.049 (31.011) 708 0.000 608.147
Comprehension check time 67.419 (37.004) 708 18.617 300.324
Questions time 28.359 (23.547) 708 8.341 280.372
Experiment time 1,111 (351.909) 708 600 2,399
Own payoff (£) 28.894 (12.342) 40 3 60
Good cause payoff (£) 33.025 (12.305) 40 6 60

Times given in seconds. Education and income coded as ‘other’ for 11.58% and 4.66% of subjects.
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Table B.2: Correlation Table: Social Preferences

(1) (2) (3) (4) (5) (6) (7) (8)

(1) Compassion 1.0000
(2) Altruism 0.1362 1.0000
(3) Inequality aversion -0.1353 0.0746 1.0000
(4) Hypothetical altruism 0.2020 0.2650 0.0312 1.0000
(5) Willingness to share 0.3994 0.1729 0.0050 0.3415 1.0000
(6) Prosocial behavior 0.2337 0.1413 -0.0021 0.2570 0.3049 1.0000
(7) Risk taking 0.0215 0.0515 0.0328 0.0880 0.1484 0.1108 1.0000
(8) Time preferences 0.1190 0.0519 -0.0867 0.1530 0.3215 0.1403 0.1833 1.0000

Pairwise correlations between social preference measures. Compassion is measured through the compassion subscale
of the public service motivation scale, altruism is measured through a dictator game, inequality aversion is measured
through an ultimatum game, hypothetical altruism is measured as the donation in a hypothetical lottery, willingness
to share is measured as subjects’ willingness to share with other without expecting anything in return, and prosocial
behavior is measured by combining questions on i) past non-profit employment, ii) past social enterprise employment,
iii) volunteering, iv) donations, or v) professional relations with social organizations. Risk taking and time preferences
are assessed with self-reflection questions on willingness to take risks and willingness to give something up today for
a reward tomorrow. All correlations larger than 0.07 (in absolute terms) are significant at 5%.

Table B.3: Choice of Good Cause

Workforce Fair and Water quality
Treatment reintegration equitable trade and environment N

£0 50 36 84 170
£0.25 41 24 113 178
£0.50 39 36 110 185
£1 47 36 92 175

Total 177 132 399 708

Number of participants in each treatment that selected the given good cause.
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Table B.4: Choice of Good Cause: Multinomial Logit

Workforce reintegration Fair and equitable trade

Coefficient (s.e.) Coefficient (s.e.)

Compassion *0.053* (0.023) 0.040 (0.024)
Altruism -0.037 (0.047) -0.046 (0.050)
Inequality aversion -0.010 (0.044) **0.102** (0.046)
Hypothetical altruism 0.000 (0.001) 0.000 (0.001)
Willingness to share -0.056 (0.053) -0.036 (0.054)
Prosocial behavior 0.071 (0.089) 0.054 (0.099)
Risk taking 0.029 (0.040) 0.034 (0.044)
Time preferences 0.027 (0.047) 0.073 (0.052)
Treatment = £0.25 **-0.628** (0.269) ***-0.830*** (0.315)
Treatment = £0.50 **-0.627** (0.274) -0.391 (0.292)
Treatment = £1 -0.180 (0.268) -0.110 (0.295)
Female 0.311 (0.206) -0.031 (0.227)
Student **-0.843** (0.363) -0.220 (0.340)
High school diploma 0.249 (0.322) -0.004 (0.348)
Bachelor degree -0.494 (0.329) -0.426 (0.356)
Master degree -0.243 (0.396) -0.238 (0.439)
< £10,000 *1.108* (0.566) 0.847 (0.566)
£10,000 – £25,000 0.956 (0.543) 0.725 (0.546)
£25,000 – £50,000 0.930 (0.551) 0.579 (0.560)
£50,000 – £75,000 0.907 (0.617) -0.043 (0.695)
> £75,000 0.740 (0.773) -0.226 (0.947)
Age 25-34 -0.302 (0.323) **-0.771** (0.340)
Age 35-44 -0.114 (0.350) -0.129 (0.359)
Age 45-54 0.413 (0.376) 0.067 (0.404)
Age > 55 -0.094 (0.465) *-1.015* (0.595)
Constant ***-2.523*** (1.035) ***-2.599*** (1.003)

N 708
LR χ2 (p-value) 85.25 (0.018)
Pseudo-R2 0.061

Social preferences: χ2 (p-value) 17.18 (0.374)
Treatment levels: χ2 (p-value) 11.34 (0.023)

*** p< 0.01, ** p< 0.05, * p< 0.1. Standard errors in parentheses. The baseline mission
is the water quality and environment mission. For categorical variables the baselines are
high school education, income < £10,000, age 18-25, and the £0 treatment. We do not
report dummies for field of education for brevity, though none are significant. Although
the mission was chosen in advance of subjects being aware of the bonus offered by the
social enterprise contract (the treatment), a simple χ2 test rejects the independence of
mission and treatment with p = 0.111.
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Table B.5: Randomization Check

Treatment

Characteristic (1) £0.25 (2) £0.50 (3) £1 (4) p-value (5) N (6) R2

Compassion -0.309 0.061 -0.508 0.663 708 0.002
(0.524) (0.538) (0.506)

Altruism 0.027 -0.102 -0.007 0.946 708 0.001
(0.248) (0.241) (0.237)

Inequality aversion 0.007 0.000 -0.155 0.861 708 0.001
(0.251) (0.254) (0.236)

Hypothetical altruism 18.673 24.416 17.190 0.496 708 0.003
(17.460) (16.812) (15.998)

Willingness to share -0.243 0.033 -0.272 0.476 708 0.003
(0.262) (0.257) (0.247)

Prosocial behavior -0.155 0.033 -0.066 0.587 708 0.002
(0.124) (0.136) (0.126)

Social motivation -0.055 0.029 -0.055 0.658 708 0.002
(factor) (0.082) (0.084) (0.077)
Risk taking 0.158 -0.009 -0.077 0.815 708 0.001

(0.265) (0.275) (0.267)
Time preferences 0.378 0.226 0.127 0.427 708 0.004

(0.234) (0.233) (0.225)
Age 0.073 -0.008 -0.163 0.269 708 0.005

(0.124) (0.123) (0.124)
Female -0.011 -0.008 0.014 0.965 708 0.000

(0.054) (0.053) (0.054)
Student -0.007 0.003 0.030 0.818 708 0.001

(0.039) (0.039) (0.041)
Bachelor degree -0.052 -0.001 -0.023 0.717 708 0.002

(0.052) (0.053) (0.053)
Master degree 0.028 0.007 0.002 0.862 708 0.001

(0.036) (0.035) (0.035)
Low income -0.048 -0.030 -0.028 0.843 708 0.001

(0.053) (0.053) (0.054)
Medium income 0.084* 0.077 0.050 0.291 708 0.005

(0.049) (0.048) (0.048)
High income 0.030 0.020 0.032 0.726 708 0.002

(0.032) (0.031) (0.032)
Practice time 2.677 5.863*** 6.629* 0.028 708 0.007

(2.408) (2.097) (3.881)
Comprehension time -4.894 -1.919 -5.440 0.499 708 0.004

(4.136) (4.293) (4.110)
Questions time 2.530 -0.294 1.246 0.675 708 0.002

(2.767) (2.041) (2.532)

*** p < 0.01, ** p < 0.05, * p < 0.1. Robust standard errors in parentheses. Each row presents results
from a separate model, regressing the given characteristic on treatment dummies, with p-values from
tests of joint significance. The omitted education categories are completed high school and other
degrees; the omitted income category comprises those who prefer not to answer. Estimating a series
of seemingly unrelated regressions produces similar results. Multiple hypothesis testing adjustments
(Romano and Wolf, 2005; List et al., 2018) eliminate the significant coefficients.

57



Appendix C Power Calculations
To ensure we are able to detect meaningful changes in social task effort, we performed a series of
ex ante power calculations. In other words, given the sample sizes we target, the expected means
and standard deviations, and the required significance level, what is the statistical power to
detect a given effect? Conversely, what is the smallest effect we can detect while still maintaining
statistical power above the conventional 80%? The purpose of this section, therefore, is to ensure
that our experiment is able to maximize power and minimize the effect sizes it can detect.

Following List et al. (2011), for independent groups with means µa and µb, standard devi-
ations σa = σb = σ, sample sizes Na and Nb, significance level α, and detectable effect size δ,
statistical power 1− β for a two-sided test is calculated to satisfy:

δ = (tα/2 + tβ)

√
σ2
a

Na
+ σ2

b

Nb
(C.1)

Equation C.1 shows that the effect size δ we can detect increases with the required significance
level (i.e. we can detect larger effects at 5% than at 1% significance) and the standard deviations
of the outcomes (i.e. the less noisy our estimates, the smaller the effect we can detect), but
decreases with sample size (i.e. the more observations, the smaller the effect we can detect).
The formula also shows that δ and tβ (and, as a result, 1 − β) are positively correlated, which
implies that small effect sizes can only be detected when there is more statistical power. While
statistical power rises with sample size, budget constraints limit this avenue, highlighting the
trade-off between power and effect size. The results below provide a set of assumptions regarding
sample sizes, means, standard deviations, and significance, in order to assess the relationship
between effect size and power in our experiment.

In Panel A of Table C.1, we consider comparisons of SE social effort across treatments,
with sample size 200 per group, fixing one sample mean to 7.5 as our expectation of a fully
balanced effort allocation, and varying the other to achieve various δ levels and standardized
effect sizes 0.2 < δ/σ < 1.20 Based on a pilot experiment, we set σ ∈ {1, 1.5, 2, 2.5}. Results in
column (8) suggest that we have substantial power (below the conventional 80% only in the most
conservative settings) to detect small effect sizes in two-sided tests. For similar comparisons
across treatments when sorting is permitted, we expect social enterprise sample sizes around
120-150, such that power is close to that in Panel A.

In Panels B and C, we consider comparisons between the largest group (SE) and smallest
group (FP/NP) within the £0.50 and £1 treatments, as suggested by the pilot experiment.21

The larger sample size we expect for the social enterprise group is in line with the higher expected
variance in this group (List et al., 2011), although the ratio of variances is perhaps smaller. Small
variations in sample size or variance (between groups) do not affect the main conclusions, namely
that unless standard deviations are very large (σ > 1.5), our tests significantly detect a 1-unit
change in effort allocation with power 1− β > 80%.

For completeness, in column (10) we show the minimum effect size δmin for a given standard
deviation in two-sided tests with 80% power. In these two-sided tests, we are virtually always
able to detect changes of δ/σ ≥ 0.6. Note that so far we have used two-sided tests in our power
calculations in order to be conservative. As our hypotheses are mostly one-sided, we calculate
power for such tests in column (9): as expected, these tests are even more powerful.

Some of the comparisons we perform (for example, between SE and NP without sorting)
represent dependent samples; in the case of such within-subject comparisons, power is expected
to be at least as high (List et al., 2011). We confirm this result in Figure C.1, where we calculate

20 There is no ex ante reason to expect different variance in social enterprise social effort across treatments
when sorting is not allowed; therefore, we opted for equal samples across treatments (List et al., 2011). The notes
to Table 2 show that, ex post, the assumption of equal variance is valid.

21 The FP and NP groups are smaller, but their mean difference is expected to be large, so power is retained.
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Figure C.1: Power levels for two-sided mean comparisons between- and within-individuals
(α = 0.05, σa = σb = σ = 2, δ = 1 or 0.5, δ/σ = 0.5 or 0.25, H0: µa = µb, Ha: µa 6= µb).

the power achieved for between- and within- comparisons for σ = 2 and δ = 1 (i.e, δ/σ = 0.5)
and, even more conservatively, δ = 0.5 (i.e, δ/σ = 0.25), following the simulation-based approach
proposed by Bellemare et al. (2016). While we fail to achieve enough power to detect δ/σ = 0.25,
we obtain 1− β > 80% for δ/σ = 0.5 whenever our groups have at least 80 subjects each.

Figure C.2 confirms the power calculations in Table C.1, showing the required sample size
for detecting a given effect size δ with 80% power, when σ ∈ {1, 1.5, 2, 2.5}. Only in the most
conservative settings (with high variance and small effect sizes) do we require samples larger
than the ones we obtain; we are almost always able to detect 1-unit changes in effort.

Finally, since we are interested in testing a number of hypotheses, we must adjust ex ante for
multiple hypothesis testing (List et al., 2018). As a conservative approach, we use a Bonferroni
correction, requiring α = 0.05/k, where k is the number of hypotheses. For instance, assuming
k = 5, then the necessary significance level becomes α = 0.01. In this case, the minimum effect
sizes relative to the standard deviation, δmin/σ, we are able to detect with 80% power are 0.342,
0.639, and 0.751 in panels A, B, and, respectively, C. Figure C.3 shows the required sample sizes
for 80% power two-sided tests with significance α = 0.01: our sample sizes are once again able
to detect 1-unit changes in effort under all but the most conservative settings.

The conclusion of this section is that across a range of assumptions regarding sample sizes,
means, standard deviation, and significance, our experiment is able to detect small changes in
social effort – i.e. of at least half a standard deviations – even under the most conservative
specifications. Ex post, it is important to note that while the standard errors resulting from our
experiment were higher than the ones we used for power calculations, the materialized differences
were also larger, such that power was maintained throughout.22

22 List et al. (2011) warn against performing power calculations with the actual data from the experiment,
which is why we emphasize the ex ante calculations.
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Figure C.3: Required sample size for detecting effect size δ with 80% power in two-sided mean
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Table C.1: Power Calculations

2-sided 1-sided
Na Nb µa µb σ δ/σ α 1− β 1− β δ80%

min

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

A. 200 200 7.5 8 2.5 0.20 0.05 0.514 0.638 0.700
Without 200 200 7.5 8.5 2.5 0.40 0.05 0.979 0.991
sorting 200 200 7.5 9 2.5 0.60 0.05 1.000 1.000

200 200 7.5 8 2 0.25 0.05 0.703 0.803 0.560
200 200 7.5 8.5 2 0.50 0.05 0.999 1.000
200 200 7.5 9 2 0.75 0.05 1.000 1.000
200 200 7.5 8 1.5 0.33 0.05 0.914 0.954 0.420
200 200 7.5 8.5 1.5 0.66 0.05 1.000 1.000
200 200 7.5 9 1.5 1.00 0.05 1.000 1.000
200 200 7.5 7.75 1 0.25 0.05 0.703 0.803 0.280
200 200 7.5 8 1 0.50 0.05 0.999 1.000
200 200 7.5 8.5 1 1.00 0.05 1.000 1.000

B. 100 40 7.5 8 2.5 0.20 0.05 0.186 0.281 1.310
With 100 40 7.5 8.5 2.5 0.40 0.05 0.565 0.685
sorting 100 40 7.5 9 2.5 0.60 0.05 0.890 0.939
(£0.50) 100 40 7.5 8 2 0.25 0.05 0.264 0.376 1.048

100 40 7.5 8.5 2 0.50 0.05 0.756 0.845
100 40 7.5 9 2 0.75 0.05 0.978 0.991
100 40 7.5 8 1.5 0.33 0.05 0.425 0.551 0.786
100 40 7.5 8.5 1.5 0.66 0.05 0.943 0.971
100 40 7.5 9 1.5 1.00 0.05 0.999 1.000
100 40 7.5 7.75 1 0.25 0.05 0.264 0.376 0.524
100 40 7.5 8 1 0.50 0.05 0.756 0.845
100 40 7.5 8.5 1 1.00 0.05 0.999 1.000

C. 120 25 7.5 8 2.5 0.20 0.05 0.148 0.230 1.540
With 120 25 7.5 8.5 2.5 0.40 0.05 0.439 0.566
sorting 120 25 7.5 9 2.5 0.60 0.05 0.774 0.858
(£1) 120 25 7.5 8 2 0.25 0.05 0.204 0.304 1.232

120 25 7.5 8.5 2 0.50 0.05 0.618 0.732
120 25 7.5 9 2 0.75 0.05 0.923 0.960
120 25 7.5 8 1.5 0.33 0.05 0.325 0.446 0.924
120 25 7.5 8.5 1.5 0.66 0.05 0.854 0.915
120 25 7.5 9 1.5 1.00 0.05 0.995 0.998
120 25 7.5 7.75 1 0.25 0.05 0.204 0.304 0.616
120 25 7.5 8 1 0.50 0.05 0.618 0.732
120 25 7.5 8.5 1 1.00 0.05 0.995 0.998

Power calculations for mean comparisons. In panel A, the comparison is for any pair of treat-
ments, with equal variance and sample size; in panels B and C, we consider comparisons between
the expected largest and smallest groups within each treatment. With 80% power, the equiva-
lent standardized minimum effect sizes δ/σ in column (10) are 0.280, 0.524, and 0.616 in panels
A, B, and, respectively, C.
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Appendix D Robustness Check: Different Samples
Attention and manipulation checks To examine the extent to which subjects pay attention
to the experiment, we included an attention check in our compassion subscale, asking subjects
to select a particular item (i.e. ‘Somewhat disagree’). In addition, we included a manipulation
check, asking subjects to recall the bonus offered by the social enterprise contract. 95.35% of
the 796 subjects passed the attention check by clicking on the required option, but only 55.90%
passed the manipulation check, correctly recalling the SE bonus. Rather than being due to poor
understanding, this is most likely due to subjects not correctly assigning the social enterprise
nomenclature to a particular contract, as the contracts subjects encountered in Parts 2 and 3
only included the company description and not a particular label. In other words, while the
SE was described as a company for which both commercial and social tasks are important, the
‘social enterprise’ label was never actually used prior to the manipulation check. The unfor-
tunate choice of wording in the manipulation check, coupled with the possibility of exerting
effort on commercial and social tasks across all contracts, may have thus created confusion
and led to wrong answers on the manipulation check. This question was also among the last
asked in a rather long experiment, such that fatigue could have set in. Nonetheless, passing
the manipulation check was independent of passing the attention check (χ2 test, p = 0.915),
suggesting that subjects did not systematically fail to pay attention. Moreover, passing or failing
the attention check is independent of treatment, such that attrition for this reason is random
(and generally, those who pass either check are not statistically different from those who fail
on meaningful dimensions). Nevertheless, we exclude the 2.01% of subjects who failed both of
these checks, although we have verified that including these subjects in our analyses does not
affect our results. Table D.1 shows SE social effort for different samples, relaxing and tightening
restrictions around i) slider placement, ii) attention and manipulation checks, iii) gender, and iv)
time taken to complete the experiment. Results are very similar across panels, including those
where we require subjects to pass the attention check (Panels C and D), to pass at least one of
the two checks (Panels A and E), and where we do not impose a restriction around attention
and manipulation checks (Panels B, F, and G).

Definition of gender To stratify our randomization by gender, we used the pre-screening
feature on the Prolific platform. This feature uses questions the platform previously asked its
participants with regards to gender, allowing us to target our experiment at different subgroups.
More specifically, we ran two identical experiments, restricting potential subjects to men in one
and women in the other. To ensure subjects are not aware of this aspect of our experimental
design and as a data quality check, we also ask subjects for their gender in Part 4. The pre-
existing platform variable is consistent with the questionnaire answer, with an agreement rate of
99.26%. Throughout the analysis, we restrict the sample to observations where the two gender
variables agree. Our results are robust to relaxing this restriction, as can be seen in Table D.1
by comparing Panels A, C, and E on the one hand, and Panels B, D, F, and G on the other.

Slider task placement In the experiment, we required subjects to position sliders exactly
at 25 and 75 in order to produce a unit of real effort.23 Indeed, 95.04% of the total 47,760

23 The original task in Gill and Prowse (2012) is designed to measure total effort and consists of 48 sliders to
be placed at exactly 50 in the space of two minutes. We use 15 slider per contract to reduce the likelihood of
subjects becoming bored with the task. In addition, our use of positions 25 and 75 as focal points is purely a
matter of labeling, which we make clear to our subjects. A pilot experiment confirmed that these labels did not
affect the decisions made by subjects and that the task is neither trivial, as it is not immediately obvious where
precisely positions 25 and 75 are found, nor prohibitively difficult. As the effort required to move the slider in each
direction is identical, differences in individuals’ cost of taking the commercial or social action are only driven by
social motivation differences. Alternatively, subjects could have moved the slider to their preferred distribution
between commercial and social effort on a 0-100 scale; however, this effort allocation measure is similar to the
dictator game we employ to measure altruism. We believe that allowing individuals to allocate effort in a binary

62



sliders were positioned correctly, and this does not differ by company type. However, despite
an intention to exert commercial or social effort, there may be minor errors in positioning the
slider. For instance, the slider could be positioned at 23, 24, 26, 27, 73, 74, 75, or 76, and these
represent 0.86% of sliders. In our main results, we count minor deviations as units of effort under
the assumption that they closely match an intention to place the slider precisely, but our results
are unchanged when we only use precisely placed sliders, as Panels A and B of Table D.1 show.
The remaining 4.1% of sliders are placed at other numbers, and in some observations more than
half the sliders are inadequately placed. These subjects moved sliders more or less randomly and
we drop them from the analysis; their inclusion attenuates our results only slightly, see Panels
E, F, and G in Table D.1. Finally, a small number of participants placed sliders exclusively at 0
or 100, which indicate the direction of effort intended, but are clear deviations, such that they
are not included in our main sample; recoding these observations (as 25 and 75) to count as
units of effort leaves our results virtually identical.

Duration outliers There were several outliers with regards to the duration of the experiment,
i.e. 2.1% of subjects took less than 10 minutes and 1.5% of subjects took more than 40 minutes.
For the former, a short completion time may signal low attention paid to the task, reducing the
quality of the data we obtain. The most likely reasons for the latter are that the session was left
running while the subject was away temporarily or that a connection timed-out temporarily;
either way, subjects may have paid less attention to the study. Our main sample excludes these
observations, but the results are robust to including them, as can be seen in Table D.1 by
comparing Panels A, C, and E on the one hand, and Panels B, D, F, and G on the other.

Answer consistency Under sorting, subjects choose their preferred contract and perform the
slider task again. Consequently, subjects perform one contract (either FP, NP, or SE) twice,
raising concerns about answer consistency. Reassuringly, the correlations between social effort
levels with and without sorting are 0.681, 0.456, and 0.703 for individuals choosing the FP, NP,
and respectively, SE contract. In addition, consistency in repeated contracts does not vary with
treatment level (χ2 = 0.634, p > 0.5). Figure D.1 shows a scatter plot of social effort with and
without sorting for individuals choosing the SE contract, weighted by number of observations.
Most data points lie along the diagonal, suggesting no or minor deviations in repeated contracts.
Overall, concerns about consistency do not threaten the validity of our results.

Pilot experiment Prior to completing the experiment we analyze in this paper, we conducted
a pilot with 183 subjects, designed to guide our experimental design and power calculations. The
main difference between them lies in the SE contract description. Whereas we now write that
“It is in the best interests of the company that both tasks receive attention”, the pilot informed
subjects that “The company cares equally about both tasks”. We deemed this phrasing to
provide too strong an anchor on a balanced effort allocation (a 50/50 split) and unrealistic to a
certain extent. We preferred to give a more ambiguous description instead, allowing subjects to
allocate their effort according to their perception of company needs. In the pilot, subjects were
only required to move 10 sliders per contract, which we changed to 15 sliders per contract in
order to remove any perceived similarity to the £10 dictator game. The pilot did not include a
£0.25 treatment and was not stratified by gender. Nonetheless, the pilot results – summarized in
Figure D.2 – display a similar pattern as the results we present in Figure 1: adverse specialization
on the social task arises in the absence of pay for performance, while bonuses induce a more
balanced effort allocation without reducing social motivation levels, regardless of the incentive
steepness (although there is an elevated risk of mission drift in the £1 treatment).

manner across 15 sliders carries less risk of introducing a purely mechanical relationship between social preferences
and effort allocations, avoiding common method bias. Furthermore, we use 15 sliders – rather than the 10 we
used in the pilot experiment – in order to limit any scale similarity between the slider task and the dictator game.
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Figure D.1: Answer consistency across SE contracts with and without sorting, for subjects who
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Table D.1: Social Enterprise Social Effort: Other Samples

No sorting Sorting

(1) £0 (2) £0.25 (3) £0.50 (4) £1 (5) £0 (6) £0.25 (7) £0.50 £1 (8)

A. NS = 0, F = Fp, 10 ≤ t ≤ 40, pass either check (N = 594, NSE = 291)
Units 11.000 7.099 7.088 7.338 10.350 7.390 7.951 7.504

(3.599) (3.672) (3.762) (3.741) (3.416) (3.140) (3.054) (2.572)
Share 0.733 0.473 0.472 0.489 0.690 0.492 0.530 0.500

(0.239) (0.244) (0.250) (0.249) (0.227) (0.209) (0.203) (0.171)
B. NS = 0 (N = 623, NSE = 307)

Units 10.913 7.238 7.141 7.463 10.302 7.405 7.940 7.459
(3.676) (3.703) (3.776) (3.774) (3.447) (3.025) (3.019) (2.620)

Share 0.727 0.482 0.476 0.497 0.686 0.493 0.529 0.497
(0.245) (0.246) (0.251) (0.251) (0.229) (0.201) (0.201) (0.174)

C. NS ≤ 10, F = Fp, 10 ≤ t ≤ 40, pass attention check (N = 686, NSE = 332)
Units 10.928 7.088 7.165 7.323 10.687 7.362 8.000 7.590

(3.612) (3.760) (3.587) (3.526) (3.421) (3.180) (3.018) (2.557)
Share 0.728 0.474 0.478 0.490 0.712 0.491 0.535 0.506

(0.240) (0.249) (0.239) (0.234) (0.228) (0.210) (0.200) (0.170)
D. IS ≤ 10, pass attention check (N = 717, NSE = 346)

Units 10.948 7.173 7.215 7.325 10.775 7.378 7.989 7.500
(3.649) (3.757) (3.592) (3.633) (3.441) (3.073) (2.987) (2.682)

Share 0.729 0.479 0.481 0.491 0.718 0.492 0.534 0.500
(0.243) (0.249) (0.239) (0.242) (0.229) (0.203) (0.198) (0.178)

E. IS ≤ 30, F = Fp, 10 ≤ t ≤ 40, pass either check (N = 722, NSE = 349)
Units 10.794 7.088 7.112 7.222 10.274 7.426 7.978 7.500

(3.714) (3.743) (3.659) (3.599) (3.800) (3.333) (2.992) (2.632)
Share 0.727 0.480 0.474 0.484 0.706 0.496 0.539 0.503

(0.239) (0.250) (0.243) (0.239) (0.225) (0.222) (0.204) (0.170)
F. IS ≤ 30 (N = 767, NSE = 372)

Units 10.700 7.149 7.158 7.272 10.321 7.566 7.959 7.407
(3.827) (3.775) (3.635) (3.664) (3.785) (3.298) (2.949) (2.735)

Share 0.724 0.488 0.478 0.487 0.709 0.505 0.538 0.497
(0.242) (0.254) (0.242) (0.244) (0.226) (0.219) (0.201) (0.177)

G. Full sample (N = 796, NSE = 388)
Units 10.239 6.984 6.901 7.040 9.419 7.388 7.774 7.208

(4.296) (3.868) (3.790) (3.802) (4.550) (3.457) (3.101) (2.935)
Share 0.717 0.493 0.479 0.489 0.717 0.505 0.547 0.500

(0.252) (0.258) (0.246) (0.245) (0.247) (0.247) (0.209) (0.182)

These sampling criteria, though not comprehensive, cover a range of choices regarding slider placement,
duration, gender variables, and attention checks. We display social effort as units and shares due to the
larger number of imprecisely placed sliders not counted towards the total in some panels, which would
distort the interpretation of effort allocation, especially in panels E, F, and G. Standard deviations
in parentheses. N and NSE represent total and SE choice sample size, respectively. NS = incorrect
sliders, including imprecise sliders (e.g. 23 is incorrect); IS = incorrect sliders, excluding imprecise
sliders (e.g. 23 is correct); F , Fp = gender variables from our experiment and Prolific, respectively;
t = experiment time.
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Appendix E Robustness Check: Social Preferences
Composite social motivation measure Since social motivation may entail different aspects
– altruism, compassion, reciprocity, etc. –, none of the individual measures of social preferences
may perfectly capture this complex concept. To extract the maximum information from the
various measures we collect, we perform a principal component analysis. We find that our six
social preference variables load onto a single factor with Eigenvalue larger than 1 accounting
for 80.78% of variance, which we label Social motivation (see Table E.1). Inequality aversion
loads negatively on this factor and Altruism has a smaller loading than our other measures, sug-
gesting that this game-theoretic measurement may be an imperfect proxy for social motivation
(see also Figure E.1 for variable loadings on the first two factors). Due to its broader nature,
we use Social motivation throughout the experiment, together with Compassion. Note that
including Risk preferences and Time preferences, potentially correlated with social preferences,
in the principal factor analysis produce similar results, as does using the individuals variables
underlying Prosocial behavior.

Revealed preference social motivation Social task effort in the FP contract without sort-
ing may also provide a measure of social motivation, because individuals renounce personal
pay-offs in order to exert social task effort. This revealed preference measure is positively corre-
lated with our other social preference measures, loads positively on the Social motivation factor,
and produces similar results as the other measures (available upon request). However, due to the
random order of Part 2 contracts, the SE bonus is revealed to some subjects before they perform
the FP contract; it could thus be contaminated by the treatment in a way that is correlated
with subsequent choices, such that Compassion and Social motivation provide cleaner measures.

Changes in social motivation In Table 3, we provide a series of tests for equality of means,
variances, and distributions in Compassion and Social motivation (plotted in Figure E.2). We
also estimate linear regressions of these social preference measures for individuals who select into
social enterprises on the treatment dummies. The results in columns (1) and (2) of Table E.2
show some motivation crowd-out in the £1 treatment. To examine distributional changes, we
create dummies for whether individuals are in the bottom or top 25% of individuals in a given
measure, and estimate linear probability models for their presence in social enterprises. In the
£1 treatment, we find an increase (decrease) in the number of individuals at the bottom (top)
of the distribution of Social Motivation. Our measure of compassion registers no distributional
shifts across treatments. Moreover, only the selection of low Social motivation individuals into
social enterprises in the £1 treatment survives multiple hypotheses test adjustments (p = 0.011,
without controls) (List et al., 2018). Another way to analyze such shifts is to perform quantile
regressions of social preference variables on treatment dummies. Table E.3 suggests that the
Social motivation of individuals who select into the SE contract is reduced across the distribution
in the £1 treatment, although this is only weakly significant; Compassion is unaffected.

Alternative social motivation measures While incentivized measures are preferable to hy-
pothetical ones, it is important to show how sensitive our results are to using different constructs.
In addition, social preference games in the lab (e.g., dictator) may not accurately capture so-
cial motivation in the field (Levitt and List, 2007; Galizzi and Navarro-Martinez, 2018). We
complement such measures with psychological scales and hypothetical questions to alleviate this
external validity concern (and the main analysis focuses on Compassion and a composite Social
motivation factor). The results using these alternative measures are shown in columns (1)-(5)
of Table E.4. Increasing incentives are correlated with lower levels of social preferences in the
SE contract, in particular altruism and willingness to share when the bonus is £1. However,
the List et al. (2018) multiple hypothesis testing adjustment renders all coefficients statistically
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Figure E.1: Social preference loadings on the first two factors.

insignificant at conventional levels (p > 0.1), suggesting that strong incentives do not attract
significantly less motivated workers. Interestingly, column (2) suggests that incentives’ poten-
tial to widen the distribution of individual payoffs does not deter inequality-averse individuals;
workers do not seem to perceive incentives as ‘unfair’ from a redistribution perspective, or at
least do not anticipate this consequence. As columns (6) and (7) suggest, higher SE incentive
levels do not attract individuals with a higher risk propensity or more myopic individuals.24

Social preferences by contract choice One argument for why adverse specialization occurs
in social enterprises relates to the highly socially motivated individuals who join this organiza-
tional form. Regardless of the SE bonus, we expect that other-regarding preferences are lowest
for self-selected FP workers and highest for self-selected NP workers; SE workers are in between,
with some differences across treatments. To see this, Table E.5 presents a regression analysis
counterpart to the comparisons in Table 3, considering subjects make a single choice between the
three contracts: SE motivation is different from FP motivation but not NP motivation outside
of the £1 treatment. To examine this possibility, we regress our social preference measures on
dummies for Part 3 contract choices, controlling for treatment and choice of good cause (i.e.
mission fixed effects). Table E.6 shows that our expectation is met for SE and FP worker com-
parisons, with the exception of Inequality aversion, Risk preferences, and Time preferences. It
does not appear that more inequality averse or less risk tolerant individuals join SEs, although
SE workers put more weight on the future relative to FP workers. While FP and NP workers are
highly different in their social preferences, SE and NP workers are remarkably similar, with a
statistical difference observed only for Hypothetical altruism (otherwise p > 0.1). This supports
our argument that individuals selecting into SEs are highly socially motivated, which may result
in adverse specialization when pay for performance is not used.

24 We have also checked that stronger incentives do not attract individuals with higher education, or with
higher or lower income levels. They appear to attract individuals who took longer to complete the comprehension
check, but multiple hypothesis testing adjustments eliminate the significant coefficients.
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Table E.1: Composite Social Preferences: Factor Loadings

Variable Factor 1 Factor 2 Uniqueness

Compassion 0.5407 -0.0814 0.7010
Altruism 0.2691 0.2881 0.8446
Inequality aversion -0.0960 0.2748 0.9153
Hypothetical altruism 0.4501 0.2778 0.7203
Willingness to share 0.6016 0.1061 0.6268
Prosocial behavior 0.4358 0.1217 0.7953

Eigenvalue 1.1953 0.2015
Variance explained 80.78% 19.22%
Label Social motivation

Factor loadings for principal component analysis with an orthogonal varimax rotation;
results are similar with oblique (non-orthogonal) rotations. As a social context may
interact with risk and time preferences, we have also checked that including these
variables in our measure of motivation does not impact the results. Reassuringly, the
results are qualitatively similar. Risk and time preferences load more on Factor 2, so
the Factor 1 has a slightly smaller, yet still dominant, explanatory power. Results are
also similar when we include the revealed social preferences from the FP contract or
use the 5 items that comprise Prosocial behavior individually.

Table E.2: Social Preferences, Conditional on Social Enterprise Sorting

Mean Bottom 25% Top 25%

(1) (2) (3) (4) (5) (6)

A. Compassion
£0.25 -0.122 -0.074 0.022 -0.005 -0.005 0.007

(0.162) (0.170) (0.067) (0.068) (0.082) (0.085)
£0.50 -0.064 0.030 0.027 0.001 0.064 0.106

(0.158) (0.153) (0.064) (0.062) (0.080) (0.080)
£1 -0.304** -0.184 0.113* 0.087 -0.001 0.044

(0.148) (0.155) (0.064) (0.065) (0.075) (0.078)
R2 0.016 0.143 0.013 0.112 0.004 0.110

B. Social motivation
£0.25 -0.097 -0.073 0.144** 0.138** -0.059 -0.039

(0.123) (0.123) (0.059) (0.062) (0.089) (0.089)
£0.50 -0.070 -0.025 0.098* 0.095* -0.047 -0.012

(0.119) (0.117) (0.051) (0.054) (0.086) (0.085)
£1 -0.339*** -0.274*** 0.187*** 0.177*** -0.204*** -0.170**

(0.107) (0.112) (0.052) (0.058) (0.078) (0.081)
R2 0.039 0.137 0.026 0.100 0.032 0.134

Controls No Yes No Yes No Yes

*** p < 0.01, ** p < 0.05, * p < 0.1. N = 341. Robust standard errors in parentheses. Columns
present regressions of Compassion (standardized) and Social motivation (factor) on treatment dum-
mies; the baseline category is the £0 treatment. Controls include age, gender, studentship, education,
income, risk and time preferences, and choice of good cause.
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Figure E.2: Distribution of Compassion and Social motivation, by treatment and contract
choice.
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Table E.3: Social Preferences in Social Enterprises: Quantile Regressions

(1) 10th pct. (2) 25th pct. (3) 50th pct. (4) 75th pct. (5) 90th pct.

A. Compassion
£0.25 0.295 -0.006 -0.256 0.080 0.115

(0.347) (0.261) (0.226) (0.252) (0.420)
£0.50 0.201 0.179 0.039 0.181 -0.101

(0.302) (0.232) (0.212) (0.222) (0.323)
£1 -0.115 0.030 -0.260 -0.121 -0.374

(0.301) (0.226) (0.229) (0.190) (0.318)
B. Social motivation

£0.25 -0.106 -0.151 -0.060 -0.051 -0.045
(0.205) (0.181) (0.156) (0.172) (0.242)

£0.50 -0.239 -0.067 0.036 0.043 -0.003
(0.207) (0.182) (0.161) (0.182) (0.205)

£1 -0.317* -0.297* -0.260 -0.259 -0.359*
(0.186) (0.177) (0.163) (0.176) (0.209)

*** p < 0.01, ** p < 0.05, * p < 0.1. N = 341. Bootstrapped standard errors in parentheses
(1000 replications). Columns present quantile regressions of Compassion (standardized)
and Social motivation (factor) on treatment dummies for the 10th, 25th, 50th, 75th, and 90th

quantiles; the baseline category is the £0 treatment. Controls include age, gender, income,
studentship, education, risk and time preferences, and choice of good cause.

Table E.4: Social Preferences by Treatment, Conditional on Social Enterprise Sorting

Inequality Hypothetical Willing Prosocial
Altruism aversion Altruism to share behavior Risk Time

(1) (2) (3) (4) (5) (6) (7)

£0.25 -0.389 -0.316 14.214 -0.150 -0.291 -0.136 -0.076
(0.308) (0.384) (29.871) (0.375) (0.208) (0.437) (0.378)

£0.50 -0.497* -0.149 2.896 -0.039 -0.189 0.167 -0.109
(0.294) (0.366) (28.500) (0.358) (0.198) (0.417) (0.361)

£1 -0.762*** -0.199 -43.925 -0.810** -0.295 -0.043 -0.555
(0.281) (0.350) (0.262) (0.343) (0.189) (0.399) (0.345)

Test of joint significance p-value:
0.051 0.870 0.051 0.014 0.426 0.862 0.217

R2 0.023 0.002 0.023 0.031 0.008 0.002 0.013

*** p < 0.01, ** p < 0.05, * p < 0.1. N = 341. Standard errors in parentheses. Results from
regressions of social preference measures on treatment dummies. The baseline category comprises the
£0 treatment. Controlling for age, gender, income, studentship, education, risk and time preferences,
and choice of good cause does not alter the qualitative picture. Multiple hypothesis testing adjustments
render all coefficients statistically insignificant at conventional levels (p > 0.1).
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Table E.5: Motivation across Contracts, with Sorting

Compassion (standardized) Social motivation (factor)

(1) £0 (2) £0.25 (3) £0.50 (4) £1 (5) £0 (6) £0.25 (7) £0.50 (8) £1

FP -0.472*** -0.418*** -0.523*** -0.289 -0.543*** -0.494*** -0.509*** -0.248
(0.163) (0.159) (0.164) (0.209) (0.124) (0.119) (0.128) (0.159)

NP 0.002 0.109 0.186 0.076 0.020 -0.078 0.063 0.353**
(0.211) (0.223) (0.262) (0.214) (0.143) (0.188) (0.179) (0.150)

R2 0.071 0.052 0.107 0.018 0.137 0.099 0.124 0.061
N 170 178 185 175 170 178 185 175

*** p < 0.01, ** p < 0.05, * p < 0.1. Standard errors in parentheses. We regress Compassion or Social Motivation
on subjects’ choice of contract, using the SE motivation means in Panel B of Table 3 as a baseline.

Table E.6: Social Preferences by Contract Choice

Inequality Hypothetical Willing Prosocial Social
Compassion Altruism aversion Altruism to share behavior motivation Risk Time

(1) (2) (3) (4) (5) (6) (7) (8) (9)

FP 28.873*** 3.716*** 2.695*** 96.148*** 6.015*** 1.307** -0.136* 5.086*** 6.209***
(0.496) (0.248) (0.236) (13.888) (0.264) (0.137) (0.081) (0.264) (0.216)

SE 30.977*** 4.822*** 2.496*** 143.172*** 7.169*** 1.534*** 0.307*** 5.176*** 6.643***
(0.522) (0.237) (0.247) (18.353) (0.262) (0.149) (0.083) (0.280) (0.230)

NP 31.514*** 4.913*** 2.685*** 192.515*** 7.371*** 1.527*** 0.427*** 5.044*** 6.607***
(0.647) (0.251) (0.313) (22.131) (0.314) (0.153) (0.094) (0.341) (0.305)

Test of equality p-values:
FP vs SE 0.000 0.000 0.312 0.001 0.000 0.031 0.000 0.675 0.020
FP vs NP 0.000 0.000 0.971 0.000 0.000 0.086 0.000 0.894 0.157
NP vs SE 0.338 0.663 0.499 0.019 0.420 0.950 0.142 0.666 0.888

R2 0.973 0.801 0.588 0.442 0.888 0.546 0.093 0.812 0.900

*** p < 0.01, ** p < 0.05, * p < 0.1. N = 708. Robust standard errors in parentheses. Results from regressions of social preferences on
contract choice (suppressing the constant), with fixed effects for choice of treatment and mission.
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Appendix F Robustness Check: Effort Measures
Share of social effort Our main analysis focuses on sliders moved to the position equivalent
to social effort, but our sampling restrictions include some observations where not all 15 sliders
in a contract were placed correctly. This may create problems in interpreting results using
social effort if total effort is not adjusted accordingly. For example, for one individual 6 units
of social effort out of 15 correctly placed sliders result in 40% social effort, while for another 6
units of social effort out of 10 correctly placed sliders result in 60% social effort.25 To address
this, we assess the effects of treatment on the share of effort exerted in the social task, i.e.
social effort as a fraction of total effort. The results for this dependent variable in Table F.1
completely mirror those in Table 2 for social effort units. Throughout this section, we show
results for both dependent variables in order to ensure robustness (and our multiple hypothesis
testing adjustments take this into account). Considering the different sampling restrictions with
regards to slider placement in Table D.1, using units of social effort becomes more problematic
when including subjects with more incorrectly placed sliders, which may attenuate our adverse
specialization results for the £0 bonus SE. Compare, for instance, column (1) in Table D.1,
where we progressively relax slider placement restrictions. The units of social effort go down
from 11 in Panel A, where we restrict the sample to subjects who only placed sliders at 25
and 75, to 10.24 in Panel G, where all subjects are included, and sliders placed at 23-27 and
73-77 are considered correct. While units of social effort decrease, the share of social effort
only varies between 0.733 and 0.717, suggesting that this measure captures effort allocation well
regardless of slider placement restrictions. That results across both variables are very similar is
encouraging, and we focus our analysis on units of social effort due to its higher transparency.

Fixed effects models Without sorting, all subjects perform the FP, NP, and SE contracts.
Comparisons across contracts must then adjust for the paired nature of the test. More specif-
ically, the results in Table 2 suggest the SE contract is always different from the NP and FP
contracts in simple and paired t-tests. An alternative way to account for non-independence
is to estimate individual fixed effects models. We regress social effort (as units or shares) on
dummies for SE and NP contracts, using Part 2 observations only and the FP contract as a
baseline. The results in Table F.2 confirm our results: social effort is higher in the SE and NP
contracts relative to the FP contract; the former are different from each other, with p < 0.0001,
although the gap is much smaller in the £0 treatment.

Adverse specialization The top panel of Figure 2 shows that 30%-40% of social enterprise
workers in the £0 treatment only exert social effort. This bimodal distribution stands in contrast
to a distribution centered around the SE social effort average, suggesting adverse specialization
is driven by a subgroup of workers, rather than by higher social effort across the board. What
drives this behavior? Our theoretical framework implies that a high level of social motivation
should increase the likelihood that workers exert only social effort. To examine this, we regress
a dummy for maximum social effort on Compassion and Social motivation in Table F.3. With
or without sorting, there does not appear to a linear association between Social motivation and
maximum social effort.26 More compassionate workers are more likely to exert maximum effort,
especially in the top decile of the distribution; the direction is the same for Social motivation,
although these results are not significant (potentially due to small sample size). However, these
individuals have self-selected into the SE contract and are more motivated than those who
self-selected into the FP contract, as per Table E.5. Figure F.1 displays a scatter plot of SE

25 Note that we do not find differences in SE total effort across treatments, regardless of the sample we use.
26 Although the negative effects of Social motivation on adverse specialization in Panel B are not statistically

significant, the quadratic results suggest that both the least and the most motivated individuals may exert
maximum social effort. The former may do so as a response to performing a contract they would not otherwise
have chosen and may feel compelled to exert substantial social effort (see also Lazear et al., 2012).
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Social effort in the £0 treatment and Social motivation. Those who self-select into the SE (the
gray dots) are more likely to have higher motivation, as there are visibly fewer observations
with Social motivation < 0. They are also more likely to exert maximum social effort, as the
concentration of gray dots in the upper right-hand side suggests. Overall, adverse specialization
in the absence of monetary incentives appears to be driven especially by individuals with very
high levels of compassion. In additional checks, we verified that these individuals experience the
largest changes in effort allocation once incentives are introduced (available upon request).

Measures of imbalance In our main analysis, we focus on units of Social effort as the most
straightforward measure of effort allocation, and compare SE social effort with a fully balanced
effort allocation (i.e. 7.5 units) and with FP and NP social effort (and their average). Moreover,
results are similar when we perform comparisons using the share of social effort, with a fully
balanced effort allocation as a reference (i.e. a 50% share). Because our theory is centered on the
notion of balance, we can also capture effort allocation with more direct measures of (im)balance.
These measures have a straightforward reference point (i.e. full balance implies a value of zero)
and account for incorrectly placed sliders. The difference between social and commercial effort
(S − C) provides a metric of how dominant the social task is relative to the commercial task,
although this variable can become negative if commercial effort dominates; this variable allows
for deviations from full balance to cancel each other out and can be considered a flexible measure
of overall imbalance. Conversely, deviations from full balance can be considered as distortions
regardless of their direction; thus, total imbalance can be conceptualized as the absolute value
of the difference between social and commercial effort (|S − C|). Table F.4 presents the results
from using both of these variables, for which a fully balanced effort allocation produces a value
of zero. The £0 treatment shows a significant level of imbalance, while all other treatments are
associated with significantly more balanced effort allocations (similar across incentive levels).
In addition, as Panel C shows, subjects in the top decile of Compassion have higher levels of
imbalance, consistent with a relationship between social preferences and adverse specialization.

Tobit models Table 4 shows the results of linear regressions of the different measures of
social effort and balance on treatment dummies, a dummy for the sorting condition, and their
interaction. While this represents the simplest and most transparent estimation method, all
three dependent variables exhibit a certain degree of censoring. Social effort can only range
between 0 and 15, as can the measure of absolute balance, while the share of social effort ranges
from 0% to 100%, with around 16% of observations being censored in each case. Therefore,
Tobit regressions are a more appropriate estimation technique. The Tobit results we show in
Table F.5 are fully parallel to the ones obtained with linear regression, suggesting censoring in
the dependent variables is not a concern.

Absence and presence of bonus As our results suggest, SE social effort does not differ
significantly between the £0.25, £0.50, and £1 treatments. To examine their joint impact in an
analysis of extensive versus intensive margin effects, we aggregate these three treatments into
a single Bonus dummy, whereas the £0 treatment corresponds to an SE that uses no bonus.
Table F.6 replicates the analysis in Table 4 with this simple dummy for the presence or absence
of incentives. Confirming our previous findings, allowing for sorting does not matter for the
relationship between incentives and effort allocation.
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Figure F.1: Social effort in the SE contract, £0 treatment.

Table F.1: Social Effort Share, by Contract and Treatment

No sorting Sorting

£0 £0.25 £0.50 £1 £0 £0.25 £0.50 £1
(1) (2) (3) (4) (5) (6) (7) (8)

FP 0.328 0.344 0.349 0.376 0.266 0.276 0.273 0.325
(0.023) (0.022) (0.022) (0.023) (0.028) (0.027) (0.029) (0.062)

SE 0.729 0.477 0.475 0.492 0.709 0.504 0.535 0.507
(0.018) (0.019) (0.018) (0.018) (0.032) (0.025) (0.021) (0.015)

NP 0.887 0.854 0.869 0.854 0.890 0.917 0.911 0.897
(0.015) (0.016) (0.017) (0.018) (0.030) (0.034) (0.056) (0.046)

SE effort t-tests of equality p-values:
vs £0 0.000 0.000 0.000 0.000 0.000 0.000
vs £0.25 0.922 0.553 0.340 0.925
vs £0.50 0.479 0.256
SE effort t-tests of equality with NP and FP average, t-statistics and p-values:

+0.000 −0.000 −0.000 −0.000 +0.001 −0.006 −0.128 −0.012

Standard errors in parentheses. Within each column the FP, NP, and SE social effort levels are
different from each other (p < 0.0001). We employ matched pair t-tests for the no sorting condition,
acknowledging that all individuals performed the slider task in all contract types. In the bottom row,
‘+’ means SE is closer to NP than FP, and ‘−’ means SE is closer to FP than NP.
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Table F.2: Social Effort without Sorting: Fixed Effects Models

(1) £0 (2) £0.25 (3) £0.50 (4) £1

A. Units of social effort
SE 6.018*** 1.978*** 1.881*** 1.703***

(0.426) (0.331) (0.319) (0.336)
NP 8.388*** 7.567*** 7.757*** 7.057***

(0.455) (0.433) (0.425) (0.443)
B. Share of social effort

SE 0.401*** 0.133*** 0.126*** 0.116***
(0.028) (0.022) (0.021) (0.022)

NP 0.559*** 0.510*** 0.521*** 0.478***
(0.030) (0.028) (0.028) (0.029)

Observations 510 534 555 525
Subjects 170 178 185 175

*** p < 0.01, ** p < 0.05, * p < 0.1. Robust standard errors in parentheses. The
baseline category consists of social effort in the FP contract. Social effort is different
in the SE and NP contracts across all treatments, with p < 0.0001.

Table F.3: Adverse Specialization and Motivation

No sorting Sorting

(1) (2) (3) (4) (5) (6)

A. Compassion
Compassion 0.027 0.037 0.235** 0.114*

(0.047) (0.040) (0.085) (0.080)
Compassion2 0.095*** 0.150***

(0.025) (0.050)
Compassion ≥ 90th pct. 0.363*** 0.946***

(0.134) (0.148)
R2 0.093 0.154 0.136 0.579 0.657 0.740
N 170 170 170 49 49 49

B. Social motivation
Social motivation -0.186 -0.076 0.241 0.145

(0.057) (0.056) (0.176) (0.183)
Social motivation2 0.085* 0.146

(0.047) (0.163)
Social motivation ≥ 90th pct. -0.021 0.573

(0.139) (0.372)
R2 0.106 0.122 0.091 0.531 0.546 0.566
N 170 170 170 49 49 49

*** p < 0.01, ** p < 0.05, * p < 0.1. Standard errors in parentheses. Results from linear regressions of
dummies for exerting only social effort in the SE contract with a £0 bonus on subjects’ Compassion
or Social Motivation (and their square terms, or a dummy for the top decile of the distribution).
Controls include age, gender, income, studentship, education, risk and time preferences, and choice
of good cause. Results are also qualitatively similar for the other social preference measures.
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Table F.4: Measures of imbalance

Absolute imbalance |S − C| Absolute imbalance S − C

No sorting Sorting No sorting Sorting
(1) (2) (3) (4)

A. Differences in balance across treatments
£0 (benchmark) 7.894 6.959 6.871 6.265

(0.349) (0.623) (0.553) (0.844)
£0.25 -2.197*** -2.192*** -7.522*** -6.128***

(0.551) (0.805) (0.774) (1.091)
£0.50 -2.570*** -2.523*** -7.632*** -5.212***

(0.546) (0.768) (0.767) (1.040)
£1 -2.717*** -3.495*** -7.111*** -6.065***

(0.553) (0.735) (0.777) (0.995)
R2 0.043 0.064 0.163 0.111
N 708 341 708 341

B. t-tests of equality p-values
£0.25 vs £0.50 0.490 0.627 0.884 0.321
£0.25 vs £1 0.343 0.043 0.592 0.942
£0.50 vs £1 0.786 0.103 0.493 0.291

C. Compassion
≥ 90th pct. 4.590*** 9.210*** 5.805*** 10.885***

(1.449) (1.986) (1.710) (2.432)
R2 0.153 0.701 0.175 0.677
N 170 49 170 49

D. Social motivation
≥ 90th pct. -0.202 5.293 -0.461 6.849

(1.706) (3.885) (2.007) (4.522)
R2 0.107 0.597 0.123 0.569
N 170 49 170 49

*** p < 0.01, ** p < 0.05, * p < 0.1. Standard errors in parentheses. Results from linear regressions of
balance measures on treatment dummies (Panel A) and social preference measures (Panels C and D).
The significant difference between the £0.25 and £1 treatments under the |S − C| balance measure
is eliminated when adjusting for multiple hypothesis testing.
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Table F.5: Tobit models: Intensive and Extensive Margin Effects

Social effort units Social effort share Absolute balance

(1) (2) (3) (4) (5) (6)

£0.25 -4.683*** -4.822*** -0.310*** -0.319*** -3.074*** -3.284***
(0.509) (0.509) (0.034) (0.034) (0.749) (0.742)

£0.50 -4.825*** -4.936*** -0.321*** -0.328*** -3.395*** -3.672***
(0.508) (0.511) (0.034) (0.034) (0.750) (0.745)

£1 -4.519*** -4.594*** -0.298*** -0.303*** -3.627*** -3.803***
(0.504) (0.508) (0.034) (0.034) (0.748) (0.752)

Sorting -0.491 -0.412 -0.033 -0.028 -1.210 -1.096
(0.645) (0.631) (0.043) (0.042) (1.069) (1.039)

Sorting × £0.25 0.962 0.876 0.064 0.059 0.169 0.346
(0.757) (0.748) (0.050) (0.050) (1.207) (1.171)

Sorting × £0.50 1.572** 1.485** 0.106** 0.100** 0.102 0.023
(0.750) (0.736) (0.050) (0.049) (1.165) (1.134)

Sorting × £1 0.791 0.704 0.050 0.045 -0.652 -0.734
(0.709) (0.695) (0.047) (0.046) (1.136) (1.103)

Constant 11.832*** 12.434*** 0.789*** 0.829*** 9.074*** 9.156***
(0.402) (0.760) (0.027) (0.051) (0.640) (1.130)

Controls No Yes No Yes No Yes

N 1,049 1,049 1,049 1,049 1,049 1,049
Left-censored 46 (4.38%) 46 (4.38%) 3 (0.03%)
Right-censored 128 (12.20%) 128 (12.20%) 174 (16.59%)
Pseudo-R2 0.034 0.039 0.240 0.277 0.013 0.022

*** p < 0.01, ** p < 0.05, * p < 0.1. Standard errors clustered at the subject level in parentheses.
The baseline category is the £0 treatment when sorting is not possible. See Table 4 for details.

Table F.6: Aggregating Treatments: Intensive and Extensive Margin Effects

Social effort units Social effort share Absolute balance

(1) (2) (3) (4) (5) (6)

Bonus -3.744*** -3.850*** -0.248*** -0.255*** -2.494*** -2.694***
(0.318) (0.322) (0.021) (0.021) (0.510) (0.513)

Sorting -0.303 -0.238 -0.020 -0.016 -0.935 -0.875
(0.470) (0.463) (0.031) (0.031) (0.837) (0.822)

Sorting × Bonus 0.824 0.756 0.054 0.050 -0.362 -0.333
(0.501) (0.495) (0.033) (0.033) (0.868) (0.851)

Constant 10.935*** 11.544*** 0.729*** 0.769*** 7.894*** 7.860***
(0.277) (0.630) (0.018) (0.042) (0.466) (0.923)

Controls No Yes No Yes No Yes

N 1,049 1,049 1,049 1,049 1,049 1,049
R2 0.151 0.175 0.150 0.173 0.062 0.108

*** p < 0.01, ** p < 0.05, * p < 0.1. Standard errors clustered at the subject level in parentheses. The
baseline category is the £0 treatment when sorting is not possible (i.e. no bonus); Bonus captures all
other treatments with a positive incentive. See Table 4 for details.
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Appendix G Multiple Hypothesis Testing and Heterogeneity
Multiple hypothesis testing Throughout the analysis we compare social effort across several
treatments and outcomes, thus increasing the rate of false positive discoveries (Romano and
Wolf, 2005). To alleviate this concern, we follow the procedure described by List et al. (2018)
to account for multiple hypothesis testing (MHT) in conducting pair-wise comparisons between
the four treatments (£0, £0.25, £0.05, £1) and two outcomes (social enterprise social effort as
units and shares). Table G.1 shows unadjusted p-values, List et al. (2018) multiplicity-adjusted
p-values, and p-values from the application of conservative Bonferroni and Holm corrections. We
perform the tests separately for the conditions with and without sorting. In comparing the no
bonus group (£0) with the bonus groups (£0.25, £0.05, £1), significance is not affected: even
with the strongest penalties for MHT, the effort allocation is more balanced when a bonus is
present. These results hold for MHT adjustments accounting for comparisons by gender: with
or without sorting, the effort allocation is more balanced when the bonus is positive.

Gender differences Women are often found to have stronger other-regarding preferences and
to be more likely to engage with social, rather than commercial ventures (Croson and Gneezy,
2009; Dimitriadis et al., 2017). In our data women exhibit higher compassion, higher previous
prosocial behavior, lower risk tolerance, and higher Social motivation, which survive MHT ad-
justments (Romano and Wolf, 2005). This may imply that i) women exert more social effort
and potentially exhibit stronger adverse specialization, and ii) the introduction and strength of
social enterprise monetary incentives may lead to different sorting patterns and effort allocation
for men and women. For these reasons, our randomization was stratified by gender, allowing us
to perform comparisons across groups without loss of precision.27 When we regress social effort
on treatment dummies, gender, and their interactions in Table G.2, women’s social effort is less
crowded out by incentives, and significantly so in the £0.50 treatment; however, the differences
in the share of effort devoted to the social task are not significant when sorting is allowed. Fur-
thermore, MHT adjustments suggest that gender differences in the effects of treatment on social
effort are not significantly different for men and women, as also seen in Figure G.1. In Table G.3
we regress our motivation measures on gender, treatment dummies, and their interaction. We
find that women’s motivation is crowded out to a smaller extent, but not significantly so.

Previous social organization experience Individuals with previous social sector experience
– working for or with non-profits or social enterprises – may differ from other individuals in two
ways. Their work may have rendered them more socially motivated (Hockerts, 2017) or may have
accustomed them to an institutional logic where revenue generation and commercial practices are
the exception rather than the norm (Pache and Santos, 2010), so incentives may elicit different
reactions from this subgroup. We create a dummy variable for individuals who have worked i) in
a non-profit, ii) in a social enterprise, or iii) with a social organization and compare results across
groups with and without such experience (results are similar if we also include volunteering and
donations). Results for the subsamples of individuals with and without previous experience in
the social sector are similar in both the sorting and non-sorting conditions. Individuals with a
social sector background exert slightly less social effort, such that their effort allocation in the
£0 treatment is slightly more balanced, although adverse specialization is still present. One
speculative interpretation may be that, in contrast to the above expectation, over time social
sector employees become attuned to organizations’ financial issues and exert more effort on
the commercial task to compensate for this perceived deficiency. Nonetheless, the differences
between those with a social sector background and those without remain small.

27 Bruhn and Mckenzie (2009) recommend controlling for strata dummies when assessing treatment effects in
regression analyses. Our regressions with and without controls show that controlling for gender – our stratifying
variable – does not affect our overall results.
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Figure G.1: Social effort in social enterprises by treatment for women (top) and men (bottom),
with 95% confidence intervals; the dashed line represents a fully balanced effort allocation.

Mission heterogeneity Because social preferences may be weakly correlated with good cause
choice (Appendix Table B.4), we use good cause choice dummies in our regression analyses, ef-
fectively performing within-mission analyses. However, this approach does not necessarily imply
that the effects do not differ by mission, another potentially important source of heterogeneity.
We therefore analyze social enterprise Social effort separately for each mission, summarizing the
results in Figure G.2. Despite small samples in the sorting condition, the results are very similar
to our pooled sample, with evidence of adverse specialization in the £0 treatment and effective
balanced in the £0.25, £0.50, and £1 treatments, especially when individuals are allowed to
select their preferred contract. Differences across chosen good causes are therefore limited and
do not add much insight beyond our main conclusions. The uniform effects of monetary incen-
tives across on social effort across these three representative social enterprise missions (which
comprise more than 60% of issues tackled by SEs, Mair et al., 2012), also hints at the validity
of our results for other types of missions.
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Figure G.2: Social effort in social enterprises by treatment and mission, with 95% confidence
intervals; the dashed line represents a fully balanced effort allocation.
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Table G.1: Multiple Hypothesis Testing Adjustments

Comparison p-value

Group 1 Group 2 Difference Unadjusted Adjusted Bonferroni Holm
(1) (2) (3) (4) (5) (6) (7)

A1. Units of SE social effort, no sorting
£0.xx £0.25 3.806 0.0003 0.0003 0.0040 0.0040
£0.xx £0.50 3.827 0.0003 0.0003 0.0040 0.0033
£0.xx £1.xx 3.592 0.0003 0.0003 0.0040 0.0027
£0.25 £0.50 0.021 0.9553 0.9553 1.0000 0.9553
£0.25 £1.xx 0.213 0.5843 0.8233 1.0000 1.0000
£0.50 £1.xx 0.234 0.5503 0.8367 1.0000 1.0000

A2. Share of SE social effort, no sorting
£0.xx £0.25 0.251 0.0003 0.0003 0.0040 0.0037
£0.xx £0.50 0.254 0.0003 0.0003 0.0040 0.0030
£0.xx £1.xx 0.236 0.0003 0.0003 0.0040 0.0023
£0.25 £0.50 0.002 0.9210 0.9340 1.0000 1.0000
£0.25 £1.xx 0.015 0.5590 0.8037 1.0000 1.0000
£0.50 £1.xx 0.017 0.4933 0.7920 1.0000 1.0000

B1. Units of SE social effort, sorting
£0.xx £0.25 3.098 0.0003 0.0003 0.0040 0.0040
£0.xx £0.50 2.632 0.0003 0.0003 0.0040 0.0030
£0.xx £1.xx 3.032 0.0003 0.0003 0.0040 0.0023
£0.25 £0.50 0.465 0.3390 0.5513 1.0000 1.0000
£0.25 £1.xx 0.065 0.8733 0.8873 1.0000 1.0000
£0.50 £1.xx 0.400 0.3087 0.5563 1.0000 1.0000

B2. Share of SE social effort, sorting
£0.xx £0.25 0.204 0.0003 0.0003 0.0040 0.0027
£0.xx £0.50 0.173 0.0003 0.0003 0.0040 0.0037
£0.xx £1.xx 0.202 0.0003 0.0003 0.0040 0.0030
£0.25 £0.50 0.031 0.3400 0.5100 1.0000 1.0000
£0.25 £1.xx 0.003 0.9210 0.9210 1.0000 0.9210
£0.50 £1.xx 0.028 0.2833 0.5887 1.0000 1.0000

Results from pairwise comparisons of treatment groups using the multiple hypothesis testing
p-value adjustments proposed by List et al. (2018), performed separately for the conditions
with or without sorting. Each test considers two outcomes (social effort as units and share)
and four treatments (£0, £0.25, £0.05, £1), and produces an estimate for the unadjusted
p-value, the List et al. (2018) multiplicity-adjusted p-value, and p-values from the application
of conservative Bonferroni and Holm corrections.
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Table G.2: Gender Differences in SE Effort Allocation

No sorting Sorting

Units Share Units Share

(1) (2) (3) (4) (5) (6) (7) (8)

£0.25 -4.184*** -4.296*** -0.276*** -0.284*** -3.985*** -4.539*** -0.263*** -0.300***
(0.577) (0.593) (0.038) (0.039) (0.919) (0.913) (0.061) (0.061)

£0.50 -4.596*** -4.651*** -0.306*** -0.309*** -2.418*** -2.924*** -0.161*** -0.195***
(0.558) (0.562) (0.037) (0.037) (0.798) (0.814) (0.053) (0.054)

£1 -3.988*** -3.984*** -0.264*** -0.263*** -3.711*** -4.114*** -0.247*** -0.274***
(0.571) (0.582) (0.038) (0.039) (0.738) (0.758) (0.049) (0.051)

Female -0.365 -0.370 -0.024 -0.025 -0.337 -0.517 -0.022 -0.034
(0.555) (0.587) (0.037) (0.039) (0.960) (0.956) (0.064) (0.064)

Female × £0.25 0.764 0.814 0.049 0.053 1.527 1.816 0.101 0.119
(0.787) (0.806) (0.052) (0.054) (1.246) (1.211) (0.083) (0.081)

Female × £0.50 1.558** 1.572** 0.105** 0.106** -0.431 -0.374 -0.025 -0.022
(0.762) (0.772) (0.051) (0.051) (1.143) (1.113) (0.076) (0.074)

Female × £1 0.780 0.741 0.054 0.051 1.230 1.176 0.082 0.078
(0.772) (0.787) (0.051) (0.052) (1.063) (1.054) (0.071) (0.070)

Controls No Yes No Yes No Yes No Yes

N 708 708 708 708 341 341 341 341
R2 0.173 0.186 0.171 0.185 0.131 0.240 0.129 0.237

*** p < 0.01, ** p < 0.05, * p < 0.1. N = 341. Robust standard errors in parentheses. The baseline category comprises the
£0 treatment for men. Multiple hypothesis testing adjustments render all interaction coefficients statistically insignificant
at conventional levels (p > 0.1).
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Table G.3: Gender Differences in Social Preferences

Compassion (standardized) Social Motivation

(1) (2) (3) (4)

£0.25 -0.334 -0.256 -0.189 -0.108
(0.255) (0.247) (0.198) (0.200)

£0.50 -0.276 -0.208 -0.134 -0.107
(0.253) (0.232) (0.194) (0.188)

£1 -0.549** -0.423* -0.464*** -0.383**
(0.236) (0.226) (0.170) (0.171)

Female -0.064 -0.080 -0.035 -0.015
(0.251) (0.245) (0.185) (0.184)

Female × £0.25 0.365 0.327 0.159 0.066
(0.329) (0.328) (0.252) (0.252)

Female × £0.50 0.403 0.436 0.121 0.151
(0.321) (0.304) (0.242) (0.236)

Female × £1 0.444 0.433 0.226 0.199
(0.301) (0.293) (0.217) (0.214)

Controls No Yes No Yes

R2 0.047 0.149 0.049 0.140

*** p < 0.01, ** p < 0.05, * p < 0.1. N = 341. Robust standard errors in parentheses. The
baseline category is the £0 treatment for men.
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