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Abstract

In this paper, we intend to evaluate the deternighahthe decision utility of workers
from the for-profit and nonprofit sectors. In o@tting, decision utility is the weight assigned
by workers to the expected benefits from job offeFer that purpose, we use the
methodology of conjoint analysis that collects ekpental data on workers’ stated
preferences towards hypothetical job offers charaastd by ten attributes. Intrinsic
motivation of nonprofit workers is investigated bgecifically analyzing the influence on
decision utility of three of these attributes, nameages, working time and loyalty from the
employer. The results show evidence of motivatiatéerences between the two groups.
First, nonprofit workers attain their maximum deémfs utility at a longer working time,
showing superior intrinsic motivation for work. Ewermore, they are ready to abandon a
higher percentage of their wage in order to workafwother extra hour than for-profit workers
as long as the working week is inferior to 33 ho#igally, our findings show that for-profit
workers evaluate more highly job offers with lab@ontract including explicit clause where
higher effort is exchanged for employer’s loyalty contrast, nonprofit workers do not obtain
higher utility from such a deal. We interpret thissult as evidence of their intrinsic
motivation. As the nature of the implicit goals pued in the nonprofit sector provides them
with high work morale, they do not obtain any gainutility from an explicit clause of
employer’s loyalty.
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[. INTRODUCTION

International Social Survey Programme on work dat#ons has shown that more than
25% of workers regard as very important job valthes fact that their job “allows to help
other people” and “is useful to society”, a shafehe workforce as high as the one valuing
“high income” job (see Clark, 2009). This sharpdevice of the meaning of social usefulness
of jobs leads to the likely hypothesis that a digant fraction of the workers is not only
driven by personal interest when deciding on jolersfbut also by moral, other-regarding
considerations. Different job values should themefbe reflected in the preferences of
different types of workers.

Because nonprofit organizations are partly charae@ by their goal of producing goods
and services that generate social benefits, theyldhrely on individuals inspired by taking
part in such a socially desirable activity. In tieeminology of Besley and Ghatak (2005),
nonprofit employees would be assimilated to mo&daagents defined as “agents who pursue
goals because they perceive the intrinsic ben&fits doing so”. Consequently, nonprofit
salaried workers are hypothesized to be more sitd@tly motivated in their job than their
for-profit counterparts

In order to test this prediction, this paper udes workers’ stated preferences towards
hypothetical job offers described by attributes anthpares the determinants of the decision
utility of jobs between for-profit and nonprofit wkers. Following Kahneman et al. (1997),
the notion ofdecision utilityrefers tothe weight assigned by individuals to alternatives
choice context. If nonprofit workers experiencehaglevels of intrinsic motivation than for-
profit counterparts, this should be reflected ieithevaluation of job characteristics like
effort, pecuniary and non pecuniary rewards. Indéad decision utility can be inferred not
only from observed actual choices but also fromatiyetical decisions in discrete choice
experiments. Our methodology in this paper is domj@nalysis that collects data on
hypothetical decisions of workers in a simulatedicé setting (see McFadden, 1986, for a
presentation). To the best of our knowledge, syagraach has never been used in order to

analyze the motivation of workers.

! The original definition of intrinsic motivationggn by Deci (1971): ‘one is said to be intrinsigatiotivated to
perform an activity when he receives no apparewaré except the activity itself’ may not be veryefig for
work activity except in the case of volunteers. rEffiere, in this paper, we adopt a mild versionhi$ tefinition
assuming that salaried workers exhibit intrinsictiraiion as long as their utility increases with nwaffort.
Therefore, it is possible to compare how much theyintrinsically motivated between nonprofit aod-profit
sectors.



In the literature on the motivation of nonprofitdafor-profit employees, another approach
based on the workers’ stated preferences has ako donsidered. It consists to estimate the
utility function of for-profit and nonprofit empl@es using reported levels of job satisfaction.
Benz (2005) found evidence that nonprofit workeysort higher well-being in the workplace
than for-profit ones suggesting that they obtaighbr intrinsic work benefits. Using data
from seven European countries, Lanfranchi and Ng2§08,a) also find higher job
satisfaction in the nonprofit sector mainly comifigm intrinsic aspects of the job like
superior autonomy and greater interest of the {bilike the approach used in our paper, this
exercise can be seen as an attempt to measurdférerctes inexperienced utilityn the for-
profit and nonprofit sectors and not the differencge decision utility. The concept of
experienced utility at work is linked with the pdemes and pain that are derived from the
experience in the job

Contrary to the studies focusing on the workeratest preferences, the largest strand of
the literature on nonprofit workers’ motivationkhased on their revealed preferences. In fact,
the intrinsic motivation of nonprofit workers iseidtified through the differences in utility
from the characteristics of the chosen jobs, paldarty focusing on the wage differential
between the nonprofit and for-profit sectors. Relltly a compensating differentials
argument, labour donation theory (Preston, 198%tuydates that workers employed in the
nonprofit sector would be ready to donate labowrier to be involved in the production of a
good or service that they consider as valuabldghersociety, i.e. to work for a lower hourly
wage. Empirical evidence is however mixed. The mesent studies to date have found
contradictory results for the United States andoRer In the US, Leete (2001) concludes that
the wage differential is in favour of the nonprofiorkers only for certain industries while
Ruhm and Borkoski (2003) finds no significant difeces in compensation between for-
profit and nonprofit organizations. However, th® t@re European studies (Mosca et al,
2007, for Italy and Narcy, 2009, for France) codelto a significant negative nonprofit wage
gap.

These previous studies showing that nonprofit warkeport higher job satisfaction
without a significant evidence of superior pecupieompensation preclude the hypothesis of

a wage rent in their favour. Intrinsic motivatiand job characteristics likely to preserve it,

2 We do not claim that reported levels of job satiibn measure accurately the experienced utifitwarkers.

As Kahneman and Krueger (2006) report, numerougraxents have shown that answers about satisfaction
levels are retrospective constructions influencgdccdntext, mood and memory. However, as job satisfa
appears as a strong predictor of absenteeism amovier, comparisons of workers’ well-being betwesentors
make still known how much these are relativelyaative.



could therefore cause the superior well-being forkers who have self selected themselves
in nonprofits. In our experimental setting, we e a novel approach to the question of
what workers want, and how this may affect laboarkat outcomes. A sample of individuals
from seven European countries has been asked tareléheir preferences by evaluating a
number of alternative job offers. The survey pragsodescriptions of five hypothetical job
offers to workers who are supposed to have lost ghrevious employment. Each job offer,
called a vignette, is characterized by ten speaificbutes chosen to describe its quality. The
evaluation of the vignettes is then analyzed tadgaout the differences in valuables attributes
for nonprofit and for-profit employees.

Superior intrinsic motivation of nonprofit workeoser for-profit ones may be tested by
specifically analyzing the weight of three attrigsitof the job offers in their decision utility,
namely wages, working time and loyalty from the &wer. The results show evidence of
motivational differences for the two groups.

The number of working hours per week shows a clagerted-U-pattern, with a
maximum at about 28 hours a week for the for-pneéitkers and about 30.5 hours a week for
the nonprofit ones. This evidence is in line witle fabour donation hypothesis as nonprofit
workers reach their maximum decision utility atomder working time, showing a higher
intrinsic motivation for work. Furthermore, theyeaready to abandon a higher percentage of
their wage in order to work for an extra suppleragnhour than for-profit workers as long as
the working week is inferior to 33 hours. Interegty, above this threshold, they would
require a higher wage compensation for any incré@agsbe number of worked hours than
their counterparts from the for-profit sector.

Finally, our findings show that for-profit workeevaluate more highly job offers where
higher effort is exchanged for employer’s loyalty contrast, nonprofit workers do not obtain
higher utility from such a deal. We interpret thissult as evidence of their intrinsic
motivation. As the nature of the goals pursuedertonprofit sector provides them with high
work morale, they do not obtain any gain in welidgefrom a supplementary demonstration
of loyalty from their employer.

The rest of the paper is organized as follows.i8e& will describe the methodology of
the conjoint analysis and the characteristics ofeogperiment. Section 3 will describe our
model decision utility and the chosen estimationhoés. Section 4 will present and discuss

our estimation results. Finally, section 5 offeoeduding comments.



. METHODOLOGY AND EXPERIMENT

1. Conjoint Analysis

Producers are keen to discover the saleability edf products projects. One of their
favourite methods of investigation is to face agdaf consumers with a set of versions of a
new good only differing by some of their attributdis method of gathering and treating
experimental data, designed by marketing reseascigercalled “conjoint analysis” (Green,
1974). Paired comparisons, ranking and cardinaluatian of proposed alternatives yield
information on stated preferences and choice. Hogpitreatment of this discrete choice
information was formalized by McFadden (1973) ardda on the original work of Luce
(1959) on individual choice behaviour.

In order to uncover workers preferences with respegobs, we use conjoint analysis to
design a discrete choice experiment where workersasked to evaluate hypothetical jobs
offers. Such job offers, called vignettes, conefsa set of job characteristics, or attributes in
the technical terminology, like wage, working hoarghe nature of the employment contract.
Therefore, the experiment will allow expose the piag between inputs and output of labour
market choices, namely the relationship betweenadbaeattributes and job decision utility by
the workers.

Such a laboratory experiment has the major advantagpropose to potential job
applicants with a much larger set of alternativie gdfers that can be observed in redlity
spite of its flexibility, conjoint analysis has ne¢en extensively used in economic research in
comparison with marketing research. However, it hasently become more and more
common in health economics as a tool to evaluatebinefits from health care policies.
Within the labour economics field, the applicatiare rare with two noticeable exceptions:
Scott (2001) who elicits the preferences of Britidbneral Practitioners for characteristics of
their jobs and van Beek et al. (1997) who elicet émployers’ preferences with respect to job

applicants in the Netherlands.

% Previous studies have made use of answers of gegsdo explicit “value” questions to assess whaetbeen
called their values in the job. Clark (1997) andi&Poza and Souza-Poza (2000) have analyzedftheedces

in preferences for specific attributes between naale female workers. Our approach relies on obsernvaf
hypothetical choices and is arguably closer to mnéag the true decision utility of workers.

* To our knowledge, Stern (2004) proposed the oniglys where the evaluation of preferences towards jo
characteristics was analyzed using actual job ®ffeceived by applicants.



2. Experimental setting

The experimental setting takes place in the framkwas a broader survey that was
designed in the context of the EPICURUS projectinwestigate the link between work
patterns, labour market experiences and job setisfa This new dataset has been collected
on line in six European countries, namely Denm&riance, Finland, the Netherlands, Spain
and the United Kingdom and by direct interviewsdreece in August and September 2004.
The sample includes salaried individuals with lavd aniddle level of education (maximum
upper secondary school) from secondary and tersacyors whose employment is the main
activity (excluding students). Furthermore, the pemwas stratified to persons aged 18-65
years. The total number of respondents is 5463 anitinequal distribution between countries
for budget restrictior’'s We further restrict our sample of study excludaigl servants and
employees of public firms. Finally, we are left wB744 useable observations.

The information collected can be summarized indhparts. First, objective information
was collected about the individual respondent, Haasehold and his past and current job
situation. Second, a large set of both objectivd adobjective information is available
encompassing job characteristics, opinions abatdh, and measures of satisfaction with
the job and life domains. Third, a large part ad fuestionnaire was devoted to obtain from
the respondents assessments of hypothetical jebsoff

Each surveyed worker was exposed to a fictitiousasbn where he/she was supposed to
act as an off-the-job job applicant. The first sbéphe experiment began with an introductory
text describing the scenario or context of the liyptical choices:

“Imagine that, for some reason, you had to stop watlr current job and had to look for a
new one. Imagine that after a short time you gees# job offers. We will list these on the
following screens. These listed job offers do rnid¢dfrom your current job except from some
points that we specifically mention.

Can you please evaluate these offers on a scata fioto 10, where 0 means the worst
possible and 10 the best possible offer? And indidahey are acceptable?”

In the experimental setting, each respondent has pmposed five vignettes standing for
different job offers defined by ten attributes metndescribe the quality of the job. As we
were unable to further interview job seekers on riast relevant job characteristics, we
referred ourselves with the findings of the jolsfattion literature to carry out the selection
of the attributes. Furthermore, the choice of nhenber of hypothetical job offers together

® The number of respondents in each country waseotisgly 1,011 in Denmark, 331 in Finland, 1,008 in
France, 800 in Greece, 1,007 in the Netherlandsjr8&pain and 1,002 in the United Kingdom.



with the number of attributes is indeed the restili trade-off between both the accumulation
of information on preferences and plausibility bketjob offer on the one hand and the
complexity of the experimental design and henceg¢kpondent efficiency on the other hand.
The number of vignettes has been limited to fiverider to reduce the respondents’ decision
cost$.

An example of a job offer or vignette is given iable 1 below

Table 1: Example of a vignette proposed to individal respondents

Net hourly wage rate 20% more per hour than youeot wage More

Type of Contract One-year contract with a high batality of continuation with g More
permanent contract

Weekly work hours 30 hours per week More

Starting/ending times The work starts at the usinag. You can however choose on whicMore
days to work.

Training opportunities| The employer will offer yaul month training program in the courséviore

of the year.
Work organization The job involves working in a yiaig team More
Control over own work  No one controls your work. More
Work intensity The job is fairly demanding, whicheams that sometimes you malore
have to work at high speed.
Time of retirement This company has no early retirement plans. More
and Labour disability
Loyalty and effort Same working conditions as ihestfirms. Loyalty from both sides. | More

Shirking and low performance work is impossible.

Hold the mouse over “More” to gain additional infaation

Each vignette was proposed on a separate screan dfternet questionnaire. At the
bottom of each screen, the respondent was thelreddo evaluate the vignette on a 0 to 10
cardinal scale. The average evaluation of vignétiése sample is 4.15. Then, the respondent
was asked if he would accept this offer. In oradelaliow the respondent to reconsider his
evaluation, he was allowed to go back and forthtlus five screens displaying the five
vignettes and modify his answers. This is esséynsahilar to the recall hypothesis in the job
search theory.

The complete wording of the levels chosen for #re representative attributes, together
with the descriptive statistics of the sample ajnéttes are given in Table 2 below. The

® Considering that vignettes were proposed to tepardents following their answers to the first aots of a
large questionnaire, we thought that a higher nurolbgob offers would be too difficult to evaluapeoperly.
The complete questionnaire, survey plus experimegas, designed not to require more than half an hmie
filled in.

" In supplement to the wording of the proposed taités, respondents were given access to supplempenta
information about their detailed meaning while kiiy on an information window.



details of the attributes are the following: theé heurly wage rate expressed as a percentage
change of the current wage earned by the workedifferent types of contract from the most
to the least secure employment relationship; thebear of weekly working hours restricted to
values between 20 and 50 hours; working times rootess flexible and under the worker’s
control; training opportunities in the course oé tyear varying from three months to none;
the extent of team work in work organization; waikextent of control over his own work;
the degree of intensity of work in terms of speeddeadlines; mandatory retirement and
pension; loyalty between worker and employer.

This last attribute has been designed to evalbhatéenefits of mutual loyalty between the
employer and the employee. We proposed here tlataltour contracts include explicit
arrangements where effort and performance of thele®me can be exchanged against
commitment of the employer not to layoff peopleeThst type of arrangement assumes no
loyalty between the employer and his employeefdahmer being likely to fire the latter who
is not required to perform efficiently and may &hiOn the contrary, the second type of
arrangement postulates that the employee will nffesfrom disloyal premature interruption
of the labour contract and, in exchange, will bahla to shirk and to perform badly.

Random combination of the levels of the ten attebuwould result in a very large
number of possible job offers with some of thesmdpeinrealistic considering the true jobs
available in the labour market. The sample of vitgsehas been restricted to 95 hypothetical
job offers, divided into 19 combinations of 5 vigies. Each respondent was then randomly
assigned with one of these combinations. The qualft the answering rate was quite
reasonable. For example, in France, only 12 oul(@fi8 interviewed individuals did not
answer the vignette questions. On average eaclondspt has evaluated 4.92 vignettes.

Thus, most of the respondents evaluated the 5 penpagnettes.



Table 2: The vignette’s attributes: Descriptive Stéstics

Variable

Type of contract (dummy variables)

Permanent contract with no risk of being fired 0.18

Permanent contract with risk of being fired wittbeomic compensation 0.13

Permanent contract with risk of being fired withemnomic compensation 0.18

One-year contract with high probability of contitioa with a permanent contract 0.24

One-year contract with high probability of contitioa with a temporary contract 0.16

One-year contract with.no probability of continoati 0.11
Working hours (Working hours ranged from 20 to 50) 36.10
Net wages per hour(expressed as a percentage of wages at currgnt job -0.02
Working schedules (dummy variables)

Flexible working hours 0.17

Office working hours (you can choose which daysrywork) 0.28

Rotating shifts (system) 0.31

The employer decides about the working times (maohé night) and may change them monthly 0.24
Training (dummy variables)
The employer offer you in the course of the year :

a 3 months training program 0.14

a 1month training program 0.18

a 10 days training program 0.21

a 5 days training program 0.21

a 1 day training program 0.11

No training program 0.15
Work organization (dummy variables)

Job not in teamwork 0.30

Job in varying teamwork 0.32

Job in fixed team 0.38
Control over own work (dummy variables)

Job has a fixed routine 0.40

Can choose order tasks: job tasks are fixed, buhyay decide when & how things are done 0.34

No one controls your work 0.26
Intensity due to high speed (dummy variables)

Often high speed 0.24

Sometimes high speed 0.16

Never working at high speed 0.16
Intensity due to tight deadlines (dummy variables)

Often tight deadlines 0.17

Sometimes tight deadlines 0.16

Never working with tight deadlines 0.12
Retirement & Labour disability (dummy variables)

Have to stop before 65 (because the job is phygieaty demanding) 0.12

Early retirement 55 (firm has early retirement plan 0.20

Early retirement 60 (firm has early retirement plan 0.24

The firm has no early retirement plan 0.16

Like the labour contract is a temporary contradeyé is no retirement plan 0.28
Loyalty-no shirking (dummy variable)

Loyalty from both sides; interruption of the labaantract and shirking impossible 0.57

No loyalty from both sides; Shirking and low perfance are possible 0.43

Reading note: the figures in the first line meaat t8% of the proposed job offers includes a peanaoontract
with no risk of being fired.



[ll. CHOICE MODEL AND EMPIRICAL SETUP

1. The Choice model.

Kahneman et al. (1997) makes an explicit differebheéveen experienced utility and
decision utility, the former being formed by exgece of episodes coming from the previous
choices of the individual, the latter measuring Weight assigned by the individual to the
feasible alternatives in the context of a decisiie. consider that the workers’ evaluations of
the hypothetical job offers elicit the preferencssociated with the decision utility, or
desirability of the job offers. However, our expeental framework does not give any insight
in the workers’ experienced utility in job.

These two alternative concepts of utility are nastrained to be logically consistent. A
series of experiences reported in Kahneman etl887) and Kahneman and Thaler (2006)
have repeatedly highlighted the fact that what feeogally choose does not coincide with
what would make them the most satisfied. Not ordypgople make inaccurate predictions
about the pleasures that will result from the caplaut their choices are also wrongly based
on incorrect recognition of past experiericétowever, in this paper, our goal is not to assess
if there is a likelihood of misprediction or mis¢be but to compare the determinants of the
scale evaluating the job offers by nonprofit andgdwofit workers. Therefore, the benefits of
our approach are to reveal the sources of theirvatain when they have to engage
themselves in a job.

Considering these two concepts of utility as ddférdoes not mean that they are not
linked with each other. In this paper, we view tlegision utility of each worker as a variable
depending on the attributes of job offers, his @r imeasured and unmeasured characteristics
and also of hedonic past experience in their ctj@mn namely his experienced utility. In
other words, our concept of decision utility isateld with the preferences at the very moment
of the experiment, similar in essence to the psigdhical interpretation of discrete choice that
can be traced back to Thurstone (1927). It is commamnodern psychometric to model the
decision utility of an individual as an additivenftiion of observable determinants and a
random term allowing utility levels to change framme to time. This functional structure is

similar to the more neoclassical view of the randatitity model where it is the imperfect

8 Assuming that experienced utility can be proxigdHe levels of satisfaction with one’s current jeported by
the worker while decision utility is stated by thealuations of the hypothetical job offers, Feir@arbonel et
al. (2006) showed significant differences betweentivo utility concepts using the same databaseiess

10



information of the analyst about the relevant latties of both the alternative and the
decision-maker that forces to model individualitytihs a random variable (Manski, 1977).
Hence, we assume that respondegNaluatesach job offerJ according to an additive

cardinal decision utility functiorV, expressed as a linear function of the vector efkh
attributes ofJ, D, =(D,,,D,,,...,D,;), and the vector of individual and current job

characteristicsy; :
Vi) =a,D, +a,D, +.. 4@\ Dy + BX + B X + .4 B X+ &, 1)

where thea and S are coefficients measuring the marginal decisiblityuof the job

offers attributes and individual and current jolaretteristics respectivel\e represents the
random component of utility.

This formulation is compatible with first, a Lant&san intuition stating that individuals
derive utility from the characteristics of the jodther from the job per se, and second, that
decision utility varies with the individual’'s chataristics and his experienced utility derived
from the attributes of his current job. Choosing tsimple additive form allows calculating

tradeoffs between any couple of attributedf, i.e. changes in the attributes that will leave

the workers indifferent between two different jod$hese trades-off represent the rate at
which the worker is ready to give up some amountrad attribute in exchange for another
one while maintaining a given level of decisioritytifor the job. For example, the trade-off
, . a
between attribute®, and D, is expressed as—= .
al
Furthermore, interactions between individual chienastics and job attributes may enter
into this linear form allowing for taste variatiahat is, the marginal utility of any attribute to
vary in accordance with the respondents’ traits.tHis study, we intend to verify the
hypothesis stating that the decision utility of-foofit and nonprofit workers may differ
through the change in the marginal utility of dtirtes like working hours for example.

2. Testable hypotheses

The goal of our analysis is to determine whetherd&cision utilities stated by for-profit
and nonprofit workers are identical or not. Thesoaes for differences in their respective

preferences towards the attributes of the job sff@n be traced in the alleged intrinsic

11



motivation of nonprofit workers. Therefore, we qawstulate hypotheses to be tested derived
from theoretical consequences of superior intrinsotivation of nonprofit workers.

First, labour donation theory postulates that kb#hmoral, political and ethical goals of
nonprofit organizations and the nature of theirdgpand services aimed at generating social
benefits will attract workers who will be ready work for other than monetary reasans
Then, ceteris paribus, these motivated workershweilfeady to work a supplementary hour at
a lower wage in a nonprofit organization. Assumingt the remaining attributes of the jobs
are properly controlled, a positive piece of evickem favour of this theory would be a lower
wage increase necessary to compensate for a supmgi@m working hour for nonprofit
workers.

Second, following Kreps (1997), we may assume thi@insic motivation imply that
“workers may take sufficient pride in their work Huat effort up to some level increases
utility.” Once again, we will be unable to identifiye real causes for workers to consider work
as a good up to a certain level of effort, but wayrtest such an assumption considering a
quadratic function of worked hours in the attritsuté the decision utility. Therefore, we will
be able to identify the decision utility/working uns profile and the optimal number of
weekly hours of a job offer for nonprofit and famefit workers. If the former exhibit superior
intrinsic motivation, their decision utility woulde concave in work hours while reaching its
maximum at longer work duration than for-profit Wers.

In our experimental setting, the wage attributeeimch vignette is measured as a

continuous variable representing the percentagegehaf the wage at current jodW, /W,
where dW, is the difference between the new hourly wage hadatage in the current jol,

for workeri. In order to test the two above hypotheses, we casider the introduction of

the weekly working hours as a quadratic form indaedinal utility function:

k=8

V() = > a, Dy, +(dW, /W) + y(hourg), +v(hourg?s + 'x +¢, (@)
k=1

Therefore, for a given set of job attributes, tipgirnal number of weekly working hours

can be evaluated from equation (2purs :_2—y, and then compared between the average
%

® Using data from the American Quality of Employm&uirvey, Mirvis and Hackett (1983) report evidettoat
on average “nonprofit workers are more likely tpad that their work is more important to them thhe
money they earn”.

12



nonprofit and for-profit workers to assess the fermsuperior intrinsic motivation.
Furthermore, the trade-off between wage changeswamling hours leaving the decision

d(dW, /W) _ y+2v(hours),

utility unchanged is given by . If this estimated trade-off for
d(hours), -0

nonprofit workers is inferior to the one of for-fitoworkers, this can be interpreted as a
positive evidence in favour of intrinsic motivatiohformer.

Finally, the last attribute proposed in each vitmetxplicitly introduces the concept of
loyalty in the design of the hypothetical job off@ihe first value of this attribute defines an
explicit arrangement in the labour contract whevdayalty is required by the employer and
the worker. It says that the latter has freedonexert a low effort (shirk) and therefore
perform badly while the former may dismiss him & éwn will even before the end of the
duration of the contract. On the contrary, the sdcwalue of this attribute specifies an
alternative arrangement characterized by loyahg, émployer being credibly committed to
job stability in exchange of a strict requiremehhimh effort. In other words, loyalty can be
seen as an example of positive reciprocity betweankers and employer.

We hypothesize that for-profit and nonprofit workenay evaluate these two contracts
differently. First, if nonprofits are formed to mhace some sort of social goods while
following strong principles about the best way to sb, the interests of their founders,
managers and employees maybe to some extent nigmedithan are these of profit-seeking
entrepreneurs and their salaried workers. For thason, it could be hypothesized that
nonprofit employees would more attracted to empleynrelationships where both parties
commit to loyal behaviour.

However, in the case of the nonprofit sector, ooeld also assume that intrinsically
motivated employer and workers positively reciptecavithout any need of explicit
commitment. Unwritten agreement may operate as ran nmplying that an employment
relationship in the nonprofit sector is at leastdshon common interest and in consequence
on mutual trust. Hence, explicit arrangements ca@iNe birth to the well-known crowding-
out effect when intrinsic motivation is at leasttly reduced by the external motivator. The
situations where the introduction of extrinsic inttees can crowd out the intrinsic motivation
are reviewed in detail in Frey (1997). Basicallytegnal intervention is likely to interfere
with intrinsic work motivation when the worker hdee feeling that it acts as an attempt to

control his actions. Self-determination and, theref intrinsic motivation are weakened.
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3. Empirical setup

We will assume that the additive scale or decisitihity V,, of the vignette] by the

individual i working in sectos (s { for-profit, nonprofi}) can be estimated by the following

empirical model:

k=10

\/iJs = ZaksDkJ +ﬂslxis +€iJs (3)
k=1

where the random term is assumed to be indepeondémt explanatory variables.

We further decompose the error term into a speuifiovidual effecte;, and a white noise
componeny;, . The specification (3) can be estimatedhin the for-profit and nonprofit

sectors taking advantage of the panel structurargpfrom the sequence of the five vignettes
evaluated by the same individual. Fixed effect esmdom effect models can be used, the
former having the obvious advantage to control & individual and current job
characteristicS. However, if individual and job characteristice @roperly controlled for, the
fact that the levels of the ten attributes in ewgigmette being chosen at random implies that
the likelihood of correlation between individualfesfts and explanatory variables is nil.
Consequently, random and fixed effects estimatéseofmarginal decision utility of job offers
attributes will be equivalent.

Furthermore, the random effects model will allowtasestimate a single model for the
whole sample of workers where all the observablebates of the vignettes will be
systematically interacted with a dumm¥? measuring the nonprofit status of the workers:

k=10 10
Vi = ZakaJ +Z’7kaJNFi) +B'X +&; 4)
k= k=1

Thus, we will be able to test for significant dif@ces in the marginal utility of each

attributek of the hypothetical job between for-profit and poofit workers @, # 0).

10 A Breusch and Pagan Lagrange multiplier test fodean effects has shown that the simple regressmiem
pooling data without taking into account individediect is inappropriate.
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However, the true value of the decision utily is unobservable and we only observe
the evaluationU,; such thatU; = f(V,), reported on a discrete 0-10 scale. The observed

variable is an ordered variable and our empiricatleh could therefore be estimated using
ordered probit or logit models. However, fixed-etie ordered probit estimation method is
still uncertain and quite difficult to handle. Rtwe purpose of tractability and to facilitate the
computations of the tradeoffs between wages andetihaining attributes, we take advantage
of our assumption of a cardinal decision utilitydéx and have chosen to transform the
discrete reported evaluations of the vigndttesinto values denotet,, measured on the
real axis. This transformation requires that tlam¢formed values preserve the ranking of the
original evaluations.

In this paper, we will use the Cardinal OrdinarakeSquares method (COLS) introduced
by van Praag and Ferrer-i-Carbonell (2004, Chaptefonsidering the discrete scale 0-10,

we assume that any discrete value taken by ournadxbevariable U, represents a
transformation  of 'V, originally  belonging to one of the intervals
[0,0.5],]0.5,1.5],..,]9.5,10]. If the scale is then linearly transf@ninto the 0-1 scale, we
can construct our new variablé,,, for each one of the eleven possible values udieg t

following formula:

et k- A

where theA 0{0, 0.05, 0.15, 0.25,..., 0.95, 1} ang{.) and ® (.)represent the normal density
and distribution functions respectively. The nevpefedant variabléJ, . of our model is the

conditional mean o¥,,;. Our econometric model (4) is then rearrangeksws:

k=10 1

. 0
U, = ZakaJ + ) M DyNR +8'% +¢&;, (6)
=) k=1

and can be estimated using conventional linear masthMoreover, Ferrer-i-Carbonel and
Frijters (2004) have shown that the estimated aoefits obtained with the COLS method are
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identical to the coefficients obtained with ordeprdbit model, up to a multiplying positive
factor, therefore leading to identical trade-oféfvbeen the attributés

IV. RESULTS AND INTERPRETATIONS

Results from the random effect model where attabudre interacted with a dummy for
the nonprofit status of the respondent are repaitediable 3. The estimated coefficients
associated with the different values of the attesufor the for-profit workers are given in the
first column. In the second column, we report tifeecences in estimated marginal decision
utilities of the attributes between nonprofit amd-profit workers. We have also run within
sector random and fixed effects estimations of deeision utility. These estimations are
presented in Table Al for the nonprofit sector andable A2 for the for-profit sector (see
appendix). We can observe that the random effestisiates obtained within sector are very
similar to the ones reported in Table 3 as it wasligted.

1. Evaluation of job attributes not related to ing8ic motivation

Inspection of the Table 3 will first help to asseg#sat aspects of job attributes are the
most important for European low qualified workdrsterms of job attributes, the workers are
more sensitive to the type and horizon of the laboontract than to any other job
characteristics except wage increases. Responftenisboth sectors evaluate the values of
this attribute identically. Not surprisingly, thespondents rank first a permanent contract
with no risk of being fired and last a one-year tcact with no probability of continuation.
More interesting is the fact that they would pretertemporary contract with a strong
probability to remain employed one year later eitpermanently or temporarily to a
permanent contract with a high probability to bedi Such a result seems to prove that low
educated workers exhibit a preference for job sgcweven at the cost of short term
precarious position. This result appears in linéhwhe study of Origo and Pagani (2009)
showing using the 2001 Eurobarometer Survey thapoeary but secure jobs are ranked

higher than permanent but insecure jobs in termelo$atisfaction.

™ The presentation of vignettes being perfectly camized and the respondent being able to revise his
evaluation of each vignette all along the duratténhe experiment, we can discard the risk of dactfof the
ordering of the vignettes on the reported levelsatisfaction with the job offers.
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When considering the influence of various workinges, for-profit and nonprofit
workers exhibit similar preferences. They both imel toward flexible working times
associated with a freedom of choice. Hence, a labontract where they are supposed to start
at usual working times only ranked second. Decigidiity of the job offer appears to
increase when workers are given at least someetiisorwhile both options of working hours
decided by the employer and, especially, rotathifjssare seen as unattractive.

For-profit and nonprofit workers exhibit also siarilpreferences with respect to training.
The offer of training programs in a job significhntincreases its decision utility.
Furthermore, the longer the training period is,rtiee attractive is the job offer.

Looking at work organization, for-profit workersnfl more attractive a job in which no
team work is involved. On the contrary, nonprofiirkers appear to rank first working in a
fixed team and last working in a varying team slthen difficult to strongly state that these
workers have a superior taste for working in group.

In terms of control over work, the respondents fitbentwo sectors show an identical and
strong preference for autonomy over routine. Howeteebe given fixed tasks, together with
the freedom to decide when and how execution shbeldone, is preferable to a complete
control over one’s work content.

In terms of control over work, the respondents slaogtrong preference for autonomy
over routine. However, to be given fixed tasks drebdom to decide when and how
execution should be done is preferable to a comlentrol over the contents of the work.

Working at high speed, involving being put undeygbal tension, drives nonprofit and
for-profit respondents to decrease their decisitityufor the job offer. This negative
evaluation is even strengthened when workers hawveotk with tight deadlines, a proxy for
psychological pressure, nonprofit workers beingnemere negative about this attribute. A
possible explanation for this surprising result rhayfound in the characteristics of the jobs in
nonprofit sector. Among the various questions alibeir work roles in the Mirvis and
Hackett study cited above, nonprofit workers wespeeially negative about the more
demanding time pressure they had to face. If Ewmopenprofit workers also have to deal
with such time pressure, respondents may have ineeced to rank this characteristic very
badly according to their experience in current jobs

Finally, workers from both sectors tend to prefgolawhich gives them the opportunity
to quit their job 5 to 10 years before the legéfeenent age.
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Table 3: Random effects COLS model of decision uify (model with interaction terms)

Marginal utility for Difference in marginal
attributes (For-profit utility for attributes
workers) between groups
Coeff. t-value Coeff. t-value
Temporary contract to unemployment Ref. Ref.
Permanent contract with no risk of dismissal 0.462* 13.60 -0.080 0.483
Permanent contract with risk but compensation 0262 8.54 -0.080 0.80
Permanent contract with risk and no compensation .064¥* 2.05 -0.093 0.92
Temporary contract to permanent contract 0.230** 7.49 0.018 0.18
Temporary contract to temporary contract 0.288** 11.20 -0.084 1.00
Working hours 0.047*** 7.66 0.039** 1.98
Working hours squared EAx** 9.71 -BE-4** 2.06
Wages 1.173%* 55.45 -0.046 0.67
Working time decided by employer Ref. Ref.
Flexible working hours 0.141%** 5.94 -0.074 0.96
Office working hours 0.103*** 5.10 0.034 0.53
Rotating shifts -0.066*** 3.38 -0.026 0.42
No training Ref. Ref.
Training 1 to 3 months 0.116*** 6.19 0.071 1.14
Training 1 to 10 days 0.064*** 3.74 0.074 1.31
Job in fixed team Ref. Ref.
Job not in teamwork 0.034** 2.02 -0.134** 251
Job in varying teamwork 0.008 0.48 -0.131** 2.47
No one controls your work Ref. Ref.
Job has a fixed routine -0.117**  6.63 -0.030 0.53
Can choose order tasks 0.053***  2.82 0.014 0.23
Never working at high speed Ref. Ref.
Often high speed -0.162*** 8.78 -0.074 1.24
Sometimes high speed 0.002 0.09 -0.045 0.65
Never working with tight deadlines Ref. Ref.
Often tight deadlines -0.110%** 5.36 -0.139** 2.14
Sometimes tight deadlines -0.028 1.42 -0.047 0.72
Firm has no early retirement plan Ref. Ref.
Have to stop before 65 0.072**  2.58 0.106 1.20
Early retirement 55 0.215*** 9.54 -0.066 0.93
Early retirement 60 0.194*** 8.42 -0.082 1.09
Loyalty-No-shirking 0.120*** 8.32 -0.096** 211
Constant -1.002%** 4.82
Number of observations 18574
Number of groups 3744

Note: The model also includes variables measurimmgent wage, weekly work hours, gender, age, agared, level of

education and dummies for country specific effeEte coefficient is significant at: *** 1%, **5%:ral * 10% level.
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We turn now to the three attributes that we hypsitesl to be differently valued by the
two groups of workers because of alleged differenceheir work motivation. In sub-section
2 below, we will discuss if the respective decisiditity functions of nonprofit and for-profit
workers differ in terms of the weight associatethwvages and working hours. In sub-section
3, we will show evidence of motivational differesder the workers of the nonprofit and for-
profit sectors in the valuation of employer’s layal

2. Wages and working hours

A. The Optimal number of working hours and the éraff between wages and working hours

When turning to the effects of weekly working houns decision utility, the results
exhibit clear differences between the two groupsvofkers. The coefficients measuring the
respective marginal decision utilities of workinguns and working hours squared for
nonprofit and for-profit workers are significanttiifferent at the 5% level. The relation of
decision utility levels with the number of workirgpurs shows a clear inverted-U-pattern,
with this profile reaching a maximum at 28.1 hoarsveek for the for-profit workers and
about 30.5 hours a week for the nonprofit workelsing the delta method to approximate the
relevant statistical moments, the difference irséhievo maxima is statistically significant at
the 10% level. This result is clearly in line wite labour donation hypothesis as nonprofit
workers reach their maximum utility at a higher raenof working hours, showing a higher
intrinsic motivation for work.

We can also assess how much the difference in tefnpseferences towards working
hours contribute to the differences in decisionitytibetween nonprofit and for-profit
workers. The Figure 1 below represents the estonetatribution of working hours to the
decision utility for the two categories of workerdt clearly shows that the length of the
working week has a higher weight for nonprofit wenk in their evaluation of job offers, for
all usual values of weekly working houis.is also noteworthy to observe, that beyond the
optimal length of the working week, the loss ofitytifrom working a supplementary hour is
higher for nonprofit workers than for for-profit es. The trade-offs between wages and

working hours will be discussed below.
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Figure 1: Working hours-Decision utility profiles in nonprofit and for-profit sectors
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Note These effects have been estimated using thetsashthined from Table 3.

As predicted by conventional utility theory, thesalute wage has a positive impact on
the evaluation of the job offer. The marginal effef the percentage change of wage at
current job is around 1.17 for for-profit workersive it is inferior for nonprofit workers,
around 1.13, but the difference is not significainthe usual statistical levels. This result does
not strictly contradict the theoretical view thainprofit workers would be ready to make a
labour donation that is working for a lower wagarttor-profit workers ceteris paribus. Even
if the marginal utility of wage is equal for bothtegories of workers, nonprofit ones may still
self-select if they are ready to make a donatiowamk effort. Then, nonprofit firms would
succeed to attract the workers who are the moshwilo trade off wages for effort.

Therefore, we further investigated our first fingsnon the optimal length of the working
week, calculating the trade-off between wages aatkiwg hours for the two categories of
workers. These trade-offs have been displayed usimgom effects estimations within sector
presented in Tables Al and A2 of appefdiXhe predicted values of the trade-offs between
wages and working hours over the admitted rangéefvorking week in the vignettes have
been plotted in Figure 2.

12 A similar set of trade-offs, using fixed effectstimates also presented in Tables Al and A2 ofaifpendix,
has been calculated but are not shown here. Thajesis very similar to the ones shown in Figur@szhe
results of fixed and random effects estimates Arest identical because individual specific effecémnot be
correlated with the vignettes attributes, the vitgsebeing assigned randomly.
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Figure 2: Trade-offs between wage change and workinhours in nonprofit and for-
profit sectors
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Note These trade-offs have been displayed using rareffents estimations within sector presented inld&b
Al and A2.

It can be seen that the optimal length of the wagkiveek, equivalent at a zero trade-off
between wages and working hours, is higher fomtbrgprofit workers, with similar values to
the ones calculated above. Moreover, whenever oéhprorkers are offered a contract with
fewer weekly hours than their optimum, they arayet® give up a higher percentage of their
current wage than for-profit workers in order torlwa supplementary hour. Accordingly, not
only do they experience an increase in utility frarmorking for a longer working week than
for-profit workers, but they are ready to exchamgege for work at a lower rate whenever
they are intrinsically motivated. For example, mhgoyees were required to increase their
working hours from 20 hours a week to 21, nonprofies would be ready to give up 2.61%
of their wage in comparison of a 1.15% decreadbharcase of for-profit workers.

However, this pattern is reversed when the requwedking hours become slightly
higher than the optimal value of the working weEkr a working week longer than 33.5
hours or so, nonprofit employees need a highereass in wage than their for-profit
counterparts to compensate for any supplementary ¢fonvork. In order to be indifferent to

work a 4" hour per week, nonprofit employees would have nefed wage increase of
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2.37% while their for-profit counterparts would akk a wage raise of 1.69%. Once the
employer demands hours in excess to the optimathenf the working week, nonprofit

workers seem more and more reluctant to offer supehtary effort in exchange of
supplementary wages.

Altogether our empirical evidence draws a more daraged pattern than the simple
assumption that nonprofit workers would be readgupply labour at a lower price. Hence,
for-profit workers also appear to obtain intrinsatisfaction from their work but are less
motivated than those in the nonprofit sector faorshivorking week. Indeed, intrinsic work
motivation can be observed in any sector of agtiag long as the contents of the job, like
interest, autonomy and prestige, are properly destd It is therefore the differential in
intrinsic motivation, illustrated by our resultfiat is caused by the nonprofit status of the
organization.

Besides, intrinsic motivation of nonprofit workeseems to fade away more rapidly. An
explanation for this result may be found in thewmlong out effect of intrinsic motivation. If
the higher intrinsic motivation of nonprofit worlselies in the nature of the goals of their
organization, its socially beneficial content foraeple, the demand for long working week
beyond its optimal level requires supplementary pemsation acting as an extrinsic
motivator. This will shift the nature of the empifognt relationship from an agreement at
least partially founded on benevolent donation tmm@e common market-type exchange
based on performance. In such a situation, Fre97l@as argued that “The price system
therefore tends to substitute intrinsic by extensiotivation due to a perceived shift in the
locus of control”. The more the nonprofit workersre originally intrinsically motivated, the
higher will be this crowding out effect and thegar the wage increase necessary to maintain
the previous level of motivation.

Interestingly enough, if nonprofit organizationgju@e high levels of intrinsic motivation
of their employees, they can succeed to attrach twéh labour contracts offering relatively
low wages and short working week. On the contravgrkers who are not intrinsically
motivated for working in nonprofit sector will takemployment in the for-profit sector
enjoying the wage premium attached to employmeetethThis self-selection explanation
may explain why it is widely reported that theree anore part-time employees in the
nonprofit sector and why the working week is alsorger. Survey-based descriptive statistics

13 Empirical evidence has been found of the positiffect of type of job, its interest and devotedoaoimy on
the well-being at work (see e.g. Clark, 2005, Kadliey and Vaisey, 2005; Van Praag and Ferrer-i-Galho
2004).
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are rare but Ruhm and Borkowski (2003) and Lee@@12report that nonprofit workers work
on average three hours less par week. Personallatabns from the French Labour force
Survey in France in 2001 reveal that the averageklyewvorking hours are 33.9 and 36.5
including part-time workers in nonprofit and forefit organizations respectively. This
evidence is in line with our view of nonprofit orgaations designing their labour contracts in
accordance with the need of recruiting intrinsicatiotivated workers.

However, different composition of the workforcestive nonprofit and for-profit sectors
may also contribute to explain this result. Forregke, it is well-known that more women are
found to be employed in nonprofit organizationstirafor-profit firms (see Leete, 2001, and
Narcy, 2009, for North American and French eviderespectively). If a large proportion of
these women have working husbands and childreir, dp@ortunity cost of work may rise
rapidly with the duration of the working week. Tefare, the reported differences between
nonprofit and for-profit workers in the weight obyking hours and wages in decision utility
functions could reflect a gender influence. Moraagally, if some categories of workers are
overrepresented in the nonprofit sector and simattasly have a higher valuation of leisure,
the higher raise in wages required to work longethe nonprofit sector could be explained
on the basis of more common labour supply argumdiitsrefore, we should be careful at
disentangling motivational effects from those réagl of differences between nonprofit and
for-profit sectors in gender, age of the workfoezal length of the working week. Hence the
following section will replicate our econometric de in order to assess if stated preferences
differed across various subgroups of the populatisae and female workers, young and old
ones and those experiencing short or long workieghks. We will thus assess the robustness
of the above results.

Finally, we may question the validity of the esttegof wage-working hours trade-offs
considering that the attribute measuring compemsasi expressed as a percentage change of
the current wage of the respondents. This expetah@nesentation has been chosen by the
requirement that the scenarios in the vignettesuaderstood similarly by all respondents.
Proposing a wage change allows assessing the rahrgtility of a gain or loss in
compensation equivalent for all agents in termpwthasing power. However, as it is usual
to receive a job offer with an absolute compensapooposal, the respondents may have
evaluated the hypothetical job offer in terms ofgeamentally substituting the promised
wage change with the corresponding absolute waga. |&o prevent any kind of framing
effect explaining our result, we will present iretfollowing section a sensitivity analysis of

our findings when absolute wage is substitutedvage change.
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B. Sensitivity analysis and robustness of theltesu

In our sample of study, 70.8% of the nonprofit wayskkare female while this share is
only 49.1% in the for-profit sector. In the firasblumn of Table 4 are reported the results of
random effect model of decision utility where thignette attributes are interacted with a
gender dummy. First, it can be seen that male anthle workers maximize their decision
utility for an identical number of 28 working houper week. Thus, the fact that nonprofit
workers reach their maximum utility at a longer ation of the working week cannot be
explained by the large share of female workersoS@cin contradiction with nonprofit and
for-profit workers, male and female workers displenequal marginal utility of wages. These
two differences with our original results also eetl in the shape of the utility-working hours
profiles and of the trade-offs between wages ankiwg hours. These can be observed from
Figures 3b and 4B Therefore, the large proportion of female workarsthe nonprofit
workforce cannot be the explanation of the motwadi differences between nonprofit and

for-profit workers.

Table 4: Influence of wage change and working houren decision utility by gender, age
and length of working week

Male Female-Male Old Young-Old Long Short-Long
Working hours 0.035*** 0.029** 0.051** -0.002 0.061*+* -0.022*
(4.27) (2.54) (6.18) (0.20) (7.88) (1.95)
Working hour$ -0.0006*** -0.0005*** -0.001*** 0.00001 | -0.001*** 0.0002
(5.38) (3.12) (7.63) (0.11) (9.07) (1.30)
Wages 1.259%** -0.178*** 1.120%** 0.094** 1.261%** -0.204***
(43.96) (4.44) (39.02) (2.33) (46.65) (5.07)
Optimal number 28.22 28.56 28.79 28.04 30.95*+* 24.84
of working hours
N observations 18574 18574 18574
N groups 3744 3744 3744

Note Old: employees above 36 years old; Long: emplsyeerking more than 36 hours per week. The model
also includes other job attributes and variableasugng current wage, weekly work hours, gendee, age
squared, level of education and dummies for couspecific effects. The coefficient is significart &* 1%,
**5%: and * 10% level.

Nonprofit and for-profit workforces also differ iterms of age structure, average age
being respectively 41.2 and 35.9 years in our sampb account for differences in
preferences by age, we distinguished two groupsytiung workers with an age inferior to
36 years (the median age of the population of gtadd the old workers with an age superior
to 36 years. Once again, we estimated the deaigitity model interacting attributes with the

age group dummy. Results reported in the seconghuolof Table 4 reveal that young and

1% Figures 3a and 4a reproduce Figures 1 and 2 fapatson purpose.
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old workers have identical utility-workers hour®files (see also Figure 3c). They only differ

in terms of marginal utility of wages but the diface is so small that trade-offs between

wages and working hours are almost similar (searEigc).

Figure 3: The effect of working hours on the decision utilitypy gender, age and length of working
week
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Figure 4: Trade-offs between wages and working hours by gendeage and length of the working
week
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Finally, we reproduce the same exercise for thgmsups of workers with short and long
working week. In fact, the average length of thekiay week is 27.5 hours in the nonprofit
sector and 32.1 hours in the for-profit sector tgtiane and full-time workers altogether). We
separated the population in two subgroups: theg‘loontracts” which represent individuals
with working hours superior to the median of theulation (i.e. 36 hours per week) and the
“short contracts” which represent individuals witbrking hours inferior to the median of the
population and replicate our econometric specibcator these two subgroups. As expected,
workers experiencing long working week exhibit ghar optimal number of working hours
than the “short contracts”. In fact, the relatidndecision utility levels with the number of
working hours reaches a maximum at 30.9 hours & via@ethe “long contracts” and about
24.8 hours a week for the “short contracts” (segufé 3d). The difference in these two
maxima is statistically significant at the 1% le{ste the third column of Table 4). Moreover,
the marginal utility of wages is significantly higihfor the “long contracts” than for the “short
contracts”. As described in Figure 4d, the “shanttcacts” always exhibit a higher trade-offs

between wages and working hours than the “longraot#’. Hence, whenever workers
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experiencing long working week are offered a cantraith fewer weekly hours than their
optimum, they are ready to give up a higher pesgmntof their current wage than workers
experiencing short working week in order to worlswgpplementary hour. As soon as the
employer requires hours in excess to the optimadjtte of the working week, the “short
contracts” would require a higher increase in wHge the “long contracts” from the for-
profit sector for any supplementary hour of work.tHey were no specific motivational
motives, the large proportion of ‘short contra@tsthe nonprofit sector would therefore imply
results in direct contradiction with our originales.

These successive robustness exercises confirnthghamotivational differences between
nonprofit and for-profit workers constitute the wragxplanation to their different evaluations
of working hours and wages.

Finally, we have estimated again our econometrideh¢equation 6 above), substituting
for the percentage wage change the absolute wagembuld be earned in the job offer.
Because of missing values for current wage levets \eorking hours, we were unable to
calculate actual hourly wage for all respondents thie number of usable observations fell to
15020. We do not report all the regression resuitdead we present a summary Table 5 with
the marginal effects of absolute wage and workiogré on decision utility, together with the
optimal number of working hours for both categonésvorkers.

Table 5: Influence of wage and working hours on desion utility

Pooled regression Within sector regression
Random effects Random effects Fixed effects
FP NP-FP FP NP FP NP
Working hours 0,045*** 0,057** 0,045*** 0,101 **=* 0,054+ 0,111 %*=*
(6,35) (2,42) (6,34) (4,68) (6,60) (4,54)
Working hour$ -0,0008*** -0,0008** | -0,0008*** -0,0016*** | -0,0009*** -0,0018***
(8,15) (2,51) (8,14) (5,38) (8,325 (5,17)
Wages 0,057*** 0,006 0,057*** 0,068*** 0,096*** 0,098***
(30,61) (1,10) (30,26) (12,10) (38,89) (14,04)
Optimal number of 27,72** 31,00
working hours
N observations 15020 13636 1384 13636 1384
N groups 3024 2746 278 2746 278

Note The coefficient is significant at: *** 1%, **5%and * 10% level.

It is very clear from Table 5 that the inclusionatfsolute wage did not change the logic
of our original results. Nonprofit and for-profitonkers have an identical marginal utility of

absolute wage. Furthermore, the working hours-awmtiatility profile remains concave for
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both types of workers with a slightly higher optinmamber of working hours for nonprofit
workers. We also present in Figure 5 the shap&exe profiles that are very similar to the
ones in Figure 1. Finally we also present the t@ifle between absolute wage and working
hours that are properly estimated as the margia@ of substitution between wage and
working time. Once again, our findings are littfeeated by the sensitivity analysis: nonprofit
workers are still ready to abandon a larger amafinwage for a supplementary work hour
whenever the duration of the working week is beRivhours while the pattern is reversed
above this level. We can therefore conclude thatuge of wage change rather than absolute
wage in the vignettes is not a major issue forstudy. Overall, the empirical results indicate
that nonprofit workers seem to enjoy higher intigngnotivation than their for-profit
counterparts but that this motivation is likely e crowded out when the firm proposes

working week longer than 33 to 35 hours.

Figure 5: Working hours-Decision utility profiles and trade-offs between wages and working hours
when absolute wage is used as a regressor.
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3. Reciprocal loyal behaviour

The evaluation of the attribute defining the joltenms of reciprocal loyal behaviour by
employer and employees reveals strong differenc@saferences between the two groups of
workers. Our findings show that for-profit workergaluate more highly job offers where the
labour contract specifies explicitly that a no kimg commitment is exchanged for
employer’s no layoff commitment. In contrast, nasfrworkers do not obtain higher utility

from such a deal, neither from the possibility lirls on behalf of an uncommitted employer.
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None of these two explicit contractual arrangemesigmificantly influences the decision
utility of job offers in the nonprofit sectbt

Therefore, to rationalize these findings, it is essary to explain simultaneously the
preferences of for-profit workers for reciprocahmoitment to be loyal over the opportunity
to save on effort and the indifference of nonprafites between these two contractual
alternatives.

We interpret such differences in evaluation whemfrmmted to these explicit behavioural
commitments as another evidence of the specifiareabf motivation of the two workers
categories. Without the last attribute, the workntcact proposed in the vignettes is
incomplete specifying compensation level, workimgits and conditions but without mention
of incentives to restrain potential opportunistehhviour. In the labour market, the nature of
the work motivation in for-profit and nonprofit decs alters the behavioural norms of
employees and the choice of explicit incentivesciicas by employers. In the for-profit
sector, employers are seen as profit-maximizersretbre induced to dismiss workers
whenever they are no longer profitable; on the rothée, workers are assumed to dislike
effort and therefore induced to shirk. In this slasagency relationship, the interests of both
parties are likely to be orthogonal and so is etqubt¢he adoption of practices devoted to
discipline opportunistic behaviour. However, in th@nprofit sector, in case of self selection
of intrinsically motivated workers, we may assurhattthe interests of manager and workers
are more aligned, considering that they share smomanon goals in terms of the nonprofit
organization’s mission. When this is the case, &eahd Ghatak (2005) have shown that the
intensity of incentive contracts should be lowenedonprofit organizations in comparison
with for-profit firms. Empirical research has showmat for US nonprofits this theoretical
argument seems consistent with real practicesgsgpeBallou and Weisbrod, 2003, DeVaro
and Brookshire, 2006, Roomkin and Weisbrod, 198@nce, as our experimental subjects
are workers and not students, we may hypothesgtethleir reactions to proposed incentive
systems are influenced by the respective contraotuans in their work sector.

Then, the last attribute of the vignettes compléteslabour contracts with two explicit
incentive systems. The first one offers comple¢ediom to employer and employees to shirk
and layoff at will. The alternative proposes a peacal commitment of no layoff and no
shirking. It has a flavour of fair-wage arrangemienthe Akerlof type, the compensation gift

being replaced by a job security clause. For giwages and working conditions, the

' The marginal utility of loyalty-no shirking arraement is obtained summing the two coefficients gmesd in
the last row of Table 3. Statistical test rejegtpdthesis of significance of this marginal utility.
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employer promises job security as long as the werla#fort is satisfactory. Our results show
that for-profit employees welcome this job secugtfort exchange as a valuable incentive
system. We interpret this finding as supplemen&tgerimental evidence that individuals
favour positive reciprocal behaviour in the contektabour relations as it has been regularly
shown in laboratory experiments (see Fehr and Stth2003).

On the contrary, if the nature of the goals pursimethe nonprofit sector provides the
workers with high work morale, they do not obtainyagain in well-being from a
supplementary demonstration of loyalty from thempéoyer. On the contrary, if nonprofit
workers originally consider their manager as anotgent of the nonprofit organization’s
trustees, motivated by the nature of the missiaog,sapplementary command will signal that
the true nature of the employment relationship adifired. Explicit offer of job security in
return of high effort reveals that there is no iitiplcooperation, nor reciprocity with the
employer. Similarly, the explicit exchange of simg against risk of layoff conveys a
message signalling that the nonprofit employer $eesemployees as opportunists. In both
case, the explicit loyalty or disloyalty offers a@$ an extrinsic control that changes the
perception of the contract.

This evidence is very similar in spirit with thepeximental results summarized in Fehr
and Gachter (2002) and Gachter and Falk (2002).alitleors report that the introduction of
an explicit fine in effort experiment may undermitiee efficiency of work arrangements
based on unwritten reciprocity. The fine can bensea signal of distrust from the employer.
The interpretation of our result also mimics th&oraale given by Gneezy and Rustichini
(2000) for the results of their task experiment emdifferent systems of payments. They
found out that workers paid a fixed fee exert ahbrgeffort than workers with the
performance contract when the piece-rate was tao When the piece rate was introduced,
the nature of the contract was modified and inicimscentives were lost until the extrinsic
motivator reached a sufficiently high level. We d¢he Gneezy and Rustichini’s results as
ours as examples where intrinsic motivation caerbgded out by extrinsic motivators. This
phenomenon was rationalized by Benabou and Ti&063). Their informed principal-agent
model shows that when the motivated worker is iekgmed than the manager a change in
the way of compensating the job may lead the agemeéassess his beliefs about his own
quality or about the nature, interest and diffigudf the job. In our experiment we believe that
nonprofit workers see the additional incentivega aggnal of mistrust from the employer.

Our experimental design does not offer any supphtang evidence to confirm our

interpretation. Nevertheless, our survey includasstjons about the use and efficiency of
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incentives schemes in the current job of the redeots. Consequently, we can provide
supplementary evidence that for-profit and nonprefirkers are not usually subject to the
same type of incentives practices. First, for-groforkers are significantly more likely to
experience the use of performance pay as they 2aB8@declaring that they could receive
extra payments like bonus or stock options and 7tb& they receive merit pay against
respectively 6% and 3% of the employees in the profit sector. Moreover, using the same
dataset, Lanfranchi and Narcy (2008, b) documeht&d payment incentives and strict
monitoring have a lower effect on the effort deethiby nonprofit workers in comparison
with for-profit workers; in addition, when questexh about the incentives that would help to
increase their effort in the job, strict supervisend pay incentives are more favoured by for-
profit respondents. This piece of evidence seemstdirm that nonprofit workers are less
likely to work on high-powered incentive schemed hbiso to positively react to their
introduction.

Another explanation for the strong preferencesoofpirofit workers for the no layoff-no
shirking commitment could rely on their feeling inkecurity in their current job. However,
we believe that we can rule out this explanatioa asajor determinant of our results. First, it
cannot explain why the nonprofit workers would béifferent between the two proposed
alternatives. Second, results reported in Tablead hshown that nonprofit and for-profit
workers do not significantly differ in their pre@rces for the security and horizon of the
proposed job offers. Finally, in our survey, wedrito check the extent to which respondents
feel the threat of unemployment; they were askealiatheir subjective likelihood of finding
an identical job (wage and characteristics) in ie&t six months if they were to lose their
actual one. Evidence does not seem to back umkhsegcurity explanation as more than 61%
of the for-profit workers foresaw a successful ggarch as likely or very likely while only

51% of the nonprofit ones did so.

V. SUMMARY AND CONCLUDING REMARKS

Workers’ intrinsic motivation to contribute to tipeoduction of social benefits should be
reflected in their relative desirability for the ri@us characteristics of jobs. Hence, when
workers exhibit intrinsic motivation, they would lveady to raise their level of effort in
exchange of a smaller wage increase. Furthermuasetype of employees would also be less

in need of strict monitoring as they share the dgsils of their organization. In this paper,
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we hypothesized that nonprofit salaried workersil@kimigher levels of intrinsic motivation
than their for-profit counterparts and that shobddreflected in different shapes of decision
utility for these two categories of workers.

Therefore, we empirically approach this problemngsconjoint analysis, an empirical
method to get insight into the respondents’ prefees for fictitious alternatives called
vignettes. Quite common in marketing research, tie¢hodology is a novel approach to the
question of what workers evaluate positively andime in job traits, and how their
preferences affect labour market outcomes. Our rerpatal protocol proposes to real life
workers to evaluate five hypothetical job offeresdribed as a combination of ten attributes.

Our empirical results show support for the hypathabat nonprofit and for-profit
workers have different preferences towards workrefivages and direct monitoring. First,
nonprofit workers appear to exhibit a higher leskintrinsic motivation as their evaluation of
job offers increases with weekly working hours @wp30 hours while for-profit workers’
evaluation decreases after 28 hours or so. Seoomgyofit workers are willing to exchange a
higher percentage of their wage than for-profit kess for a supplementary working hour, as
long as the working week is inferior to 33 hoursor®! surprisingly, things are reversed for a
longer working week, a result that may explained abgrowding out effect of intrinsic
motivation. Third, our findings show that for-proWorkers evaluate more highly job offers
where higher effort is exchanged for employer’saloy in terms of job stability. However,
nonprofit workers do not derive higher utility frosuch a reciprocal explicit agreement. We
can only conjecture that this decisional patterndiszen by a tendency to reject the
introduction of an extrinsic motivator, the writtetause of loyalty, in an implicit contract
based upon mutual confidence. Indeed, incentivesument jobs in the nonprofit and for-
profit sectors appear somehow different with firmghe latter sector being more prone at
introducing various external motivators for indugimgher levels of effort.

In conclusion, we can raise three main contribition our analysis. First, the use of
conjoint analysis has revealed fruitful as it helge determine the relative importance of
many various attributes for nonprofit and for-ptofiorkers. It was therefore possible to
compare their willingness to pay for working houwaad evaluate their work intrinsic
motivation. Second, the evaluation of hypothetjoll offers confirms that nonprofit workers
seems to be more intrinsically motivated than tfauprofit counterparts as they are ready to
work longer for lower wages. But this motivationfiagile and likely to fade out if nonprofit
employers propose long weekly hours or try to mamnibo closely their workforce. Finally,

the results plead for a self-selection explanatbthe differences in job characteristics and

32



human resources practices between nonprofit angr@dit sectors. Low wages, short
working week and precautionary use of incentiveesuds emerge as a set of efficient

practices to attract devoted workers in nonprofits.
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Table Al: COLS models of decision utility in nonprdit sector

Random effects Fixed effects

Coeff. t-value Coeff. t-value
Temporary contract to unemployment Ref. Ref
Permanent contract with no risk of dismissal 0.369* 3.44 0.3471*** 3.59
Permanent contract with risk but compensation. ®&17 1.87 0.188* 1.87
Permanent contract with risk and no compensation  .0420 0.45 -0.031 0.30
Temporary contract to permanent contract 0.232** 462. 0.267** 2.54
Temporary contract to temporary contract 0.204*** 52 0.249%** 2.92
Working hours 0.085*** 4.62 0.093*** 4.35
Working hours squared -0.001*** 5.37 -0.001*** 5.00
Wages 1.122%** 17.56 1.130*** 17.10
Working time decided by employer Ref. Ref
Flexible working hours 0.065 0.91 0.099 1.29
Office working hours 0.138** 2.28 0.166*** 2.57
Rotating shifts -0.089 1.58 -0.078 1.27
Employer offers no training Ref. Ref
Training 1 to 3 months 0.191*** 3.27 0.151%** 7.42
Training 1 to 10 days 0.139*** 2.63 0.096*** 5.02
Job in fixed team Ref. Ref
Job not in teamwork -0.109** 2.18 -0.115** 2.19
Job in varying teamwork -0.127** 2.56 -0.140%*** D7
No one controls your work Ref. Ref
Job has a fixed routine -0.148*** 2.79 -0.138** Q2.3
Can choose order tasks 0.063 1.10 -0.079 1.25
Never working at high speed Ref. Ref
Often high speed -0.242%** 4.32 -0.227*** 3.83
Sometimes high speed -0.045 0.69 -0.064 0.93
Never working with tight dead Ref. Ref
Often tight deadlines -0.251%** 4.15 -0.274*** 4.33
Sometimes tight deadlines -0.074 1.21 -0.087 1.37
Firm has no early retirement plan Ref. Ref
Have to stop before 65 0.192** 2.32 0.214** 2.38
Early retirement 55 0.161** 2.43 0.149** 2.09
Early retirement 60 0.124* 1.76 0.122 1.58
Loyalty-No-shirking 0.024 0.56 0.027 0.61
Constant -1.844%*** 2.66 -1.844*** 4.46
Number of Observations 1793
Number of Groups 360

Note: The random effects models also include véglmeasuring current wage, weekly work hours, gendge, age
squared, level of education and dummies for couspiscific effects. The coefficient is significant &* 1%, **5%: and *

10% level.
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Table A2: COLS models of decision utility in for-profit sector

Random effects Fixed effects

Coeff. t-value Coeff. t-value
Temporary contract to unemployment Ref. Ref.
Permanent contract with no risk of dismissal 0.402* 13.57 0.417*** 13.46
Permanent contract with risk but compensation. D26 8.53 0.261*** 7.95
Permanent contract with risk and no compensation  0643* 2.05 0.103*** 3.05
Temporary contract to permanent contract 0.231%** .A87 0.227*** 6.64
Temporary contract to temporary contract 0.288** 1107 0.287*** 10.46
Working hours 0.047*+* 7.66 0.061*+* 8.52
Working hours squared -0.0008*** 9.71 -0.001 *** Ba.
Wages 1.173%** 55.34 1.176%* 53.84
Working time decided by employer Ref. Ref.
Flexible working hours 0.141%** 5.94 0.155%** 6.04
Office working hours 0.103*** 5.08 0.129*** 5.90
Rotating shifts -0.065%** 3.37 -0.062*** 3.07
Employer offers no training Ref. Ref.
Training 1 to 3 months 0.116*** 6.17 0.151*** 7.42
Training 1 to 10 days 0.064*** 3.73 0.096*** 5.02
Job in fixed team Ref. Ref.
Job not in teamwork 0.034** 2.01 0.045** 2.51
Job in varying teamwork 0.008 0.48 0.006 0.35
No one controls your work Ref. Ref.
Job has a fixed routine -0.116%** 6.61 -0.087*** a2
Can choose order tasks 0.053*** 2.83 0.072*** 3.48
Never working at high speed Ref. Ref.
Often high speed -0.162*** 8.75 -0.169*** 8.67
Sometimes high speed 0.002 0.10 -0.012 0.53
Never working with tight dead Ref. Ref.
Often tight deadlines -0.110%** 5.35 -0.141%*= 6.53
Sometimes tight deadlines -0.028 1.41 -0.030 1.43
Firm has no early retirement plan Ref. Ref.
Have to stop before 65 0.072%** 2.57 0.064** 2.07
Early retirement 55 0.214*** 9.51 0.205*** 8.49
Early retirement 60 0.194*** 8.39 0.1971*** 7.56
Loyalty-No-shirking 0.120*** 8.30 0.126*** 8.41
Constant -0.945%** 4.38 -1.459*** 10.71
Number of Observations 16781
Number of Groups 3384

Note: The fixed effects models also include vagaliheasuring current wage, weekly work hours, gerde, age squared,
level of education and dummies for country spedififects. The coefficient is significant at: *** 1,9%6*5%: and * 10%
level.

39



