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Corporate Social Responsibility as a Signal in the Labor
Market”

Eldar Dadon Marie Claire Villeval Ro’i Zultan'
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Abstract

Working for a firm engaged in Corporate Social Responsibility (CSR) appeals
to potential workers by boosting their self-image and sense of purpose. We propose
an additional mechanism: CSR signals a firm’s future treatment of workers. Our
model links CSR engagement with a firm’s propensity to support workers during
unforeseen times of need. Under this assumption, a potential future need of the
worker leads to more firms engaging in CSR and to a higher workers’ willingness
to accept lower wages. Our experiment manipulates potential future needs. While
the aggregate analysis does not support our theory, exploratory analysis reveals
that male workers respond as predicted, whereas female workers do not. Consis-
tently, in a risky environment, male employers increase their CSR engagement,
which raises the acceptance rate among male workers. These results are not ob-

served among female employers and workers.
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1 Introduction

Corporate Social Responsibility (CSR) encompasses a large range of voluntary so-
cial activities carried out by firms to increase social welfare.! Typical CSR activities
include ethical governance (ethically oriented business and investment strategies), en-
vironmental (setting lower air pollution targets or avoiding animal abuse) and societal
activities (charitable donations, or participation in community development and pro-
bono programs). Engaging in CSR affects many actors, including consumers (e.g., Sen
and Bhattacharya; Becker-Olsen, Cudmore, and Hill; Eichholtz, Kok, and Quigley),
investors (e.g., Martin and Moser; Gibson Brandon, Krueger, and Mitali), lenders (e.g.,
Cheng, Ioannou, and Serafeim; Barigozzi and Tedeschi), and workers (e.g., Hedblom,
Hickman, and List; Cassar; Kajackaite and Sliwka; Burbano) (see Kitzmueller and
Shimshack for a synthetic survey of the economic analysis of CSR). In this paper,
we focus on one mechanism that could contribute to the effect of CSR on the labor
market.

Several studies have shown that engaging in CSR increases the attractiveness of
companies in the labor market. Turban and Greening were the first to document
correlations between CSR, and management students’ evaluations of the attractiveness
of firms as employers. Greening and Turban confirmed this finding in a vignette study
manipulating the description of fictitious firms. Several studies followed, showing the
attractiveness of CSR-engaged companies for talents in various sectors (e.g., Story,
Castanheira, and Hartig; Klimkiewicz and Oltra; Waples and Brachle).? In a large-
scale natural field experiment, Hedblom, Hickman, and List also found that socially
oriented tasks attract more, and more productive, job applicants. What can explain
this attractiveness?

The leading explanation in the literature is that companies engaging in CSR inform
potential employees about their environmental and social values, which may increase
the self-image of employees working in such firms. Economic studies suggest that

workers are attracted to socially oriented jobs because they provide an intrinsic sense

!There is no unified definition of CSR. UNIDO defines it as “a management concept whereby
companies integrate social and environmental concerns in their business operations and interactions
with their stakeholders” (https://www.unido.org/our-focus-advancing-economic-competitiveness-
competitive-trade-capacities-and-corporate-responsibility-corporate-social-responsibility-market-
integration/what-csr) (consulted on October 08, 2024). The European Commission defines CSR as
“the responsibility of enterprises for their impact on society” (https://single-market-economy.
ec . europa . eu/ industry/sustainability/corporate-sustainability-and-responsibility _en,
consulted on October 08, 2024). For Kitzmueller and Shimshack, CSR is “corporate social or
environmental behavior that goes beyond the legal or regulatory requirements of the relevant
market(s) and/or economy(s).” (p.53). Christensen, Hail, and Leuz define it as “corporate activities
and policies that assess, manage, and govern a firm’s responsibilities for and its impact on society and
the environment” (p.1181).

2For reviews of CSR in the human resource management literature, see Voegtlin and Greenwood
and Boehncke.
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of purpose (Cassar and Meier). In that sense, CSR may be particularly attractive to
job seekers who prioritize ethical principles in their prospective employers and have a
higher self-image, pride, and prestige when working in such companies (see, e.g., Bode,
Singh, and Rogan).

In this paper, we propose an additional explanation, rooted in the relations between
employers and employees. Our explanation is based on signaling and is independent of
job seekers’ social preferences or image concerns, and from a preference-based matching
process.® We suggest that employers use CSR to signal how they will treat employees in
the future, especially in times of adversity. This perspective on future support in times
of need is absent from existing field and laboratory economic studies. We identify the
proposed mechanism by exogenously manipulating the likelihood that the employee
will require help from the employer in the future. This manipulation is orthogonal
to considerations of self-image and sense of purpose but is crucial to the signaling
mechanism we propose.

In uncertain environments, employees often depend on the goodwill of their em-
ployers in ways that are unforeseeable and therefore non-contractible. This dependence
assumes that workers, before being recruited, have imperfect information about the
support a company provides to its employees. The rationale follows signaling theory
(Spence). We assume firms vary in their willingness to support workers, and this will-
ingness is reflected in their engagement in CSR activities. CSR enables pro-social firms
to signal their supportive type, distinguishing themselves from profit-oriented firms.
This creates a link between the treatment of employees and pro-social activities that
do not directly benefit employees.* Our key assumptions in this study are that i) there
is a positive correlation between the cost of CSR to the firm and the cost it incurs
when helping its employees under unexpected circumstances, and ii) workers are more
attracted to firms engaging in CSR because they interpret this as a signal of potential
support in times of adversity. This signaling mechanism implies that even workers
without a pro-social orientation and a sense of mission may accept such offers.

If job seekers prioritize corporate social responsibility when accepting a job over
traditional job benefits such as salary, CSR may lead to lower wages (see evidence
of this in, e.g., Nyborg and Zhang, using Norwegian register data). Using a natural

field experiment with an online labor marketplace, Burbano found that information

3In the management literature, drawing on social identity theory, Turban and Greening, Greening
and Turban, and Backhaus, Stone, and Heiner discuss signaling by companies of their values and
norms as a potential mechanism. Jones, Willness, and Madey tested this channel by asking potential
workers about their perceptions of how firms treat employees and using these ratings as mediators.
The perceived sense of mission and prestige came out as strong mediators of the relationship between
CSR and organizational attractiveness, with mixed results for the expected treatment of employees.
In contrast, Burbano found more evidence in favor of a mechanism of signaling employee treatment.

4As an analogy, a company offering extended maternity leave to female workers may emphasize this
to prospective male workers who are not eligible for this benefit to signal that they are also likely to
receive favorable treatment if they encounter an unforeseeable personal crisis.



on employer’s CSR reduced significantly and substantially prospective job seekers’
reservation wages, especially among more qualified workers. Additionally, laboratory
experiments have shown that when piece-rate compensation is low, workers are more
likely to accept additional work when said compensation goes to a charity rather to
themselves (Charness, Cobo-Reyes, and Sanchez), and prefer that the earnings from
their work go to a charity (Imas). We also anticipate that when CSR is used as a
signal for future support of employees in need when facing uncertainty, employers who
engage in such activities will tend to offer lower wages in the labor market, and, all
else equal, more workers will accept such wage offers.

While our study focuses primarily on the extensive margin, it also provides infor-
mation on the intensive margin of labor. Previous laboratory experiments have shown
that CSR positively influences workers’ productivity through a sense of mission. Work-
ers exert more effort when their employer donates a share of the profits to a charity
(Cassar; Kajackaite and Sliwka; Koppel and Regner). In contrast with our experiment,
the donation in these studies was contingent on the worker’s performance, lending a
sense of purpose to the work done. Using a field experiment, Burbano showed that
CSR increased employees’ willingness to provide extra effort, and Tonin and Vlas-
sopoulos found that the increase in productivity was similar regardless of whether it
was a lump-sum or conditional on performance. Controlling for the selection effect of
CSR, Hedblom, Hickman, and List found that employees informed of the company’s
CSR engagement worked faster and took fewer breaks without any detrimental effect
on the quality of work. These general positive effects do not exclude potential draw-
backs. In List and Momeni a fixed donation by the company led workers to neglect
their job duties, which the authors attributed to moral licensing. Cassar and Meier
manipulated whether the donation was contingent on the worker extending their ef-
fort. Productivity decreased if workers perceived CSR engagement as a strategic choice
aimed at motivating them rather than an intrinsic preference of the employer.® In our
study, we anticipated an overall positive effect of CSR on workers’ output, driven at
least in part by the expectation that performance can influence the employer’s decision
to provide support to their workers.

We tested our assumptions and the signaling mechanism in a laboratory experiment
with several aims. First, the experiment examines the relationship between engaging
in CSR and assisting individuals in simplified labor relations. While there are clear
limitations to the parallels we can draw between the experimental setup and natural
settings, the experiment can provide evidence of how people perceive this relation-

ship. Second, the experiment tests the theoretical implications of these assumptions

5A similar effect has been found in studies investigating consumer evaluation of CSR. If the CSR
activity contradicts the firm’s core goals (e.g., tobacco companies donating to cancer organizations), it
hurts consumer evaluation (Sen and Bhattacharya; Becker-Olsen, Cudmore, and Hill; Yoon, Giirhan-
Canli, and Schwarz; Skarmeas and Leonidou).



regarding offered and accepted wages. Specifically, we tested whether the introduction
of uncertainty, via an exogenous shock to the worker’s earnings, led employers to be
more likely to engage in CSR (i.e., donate to charities) and whether workers became
more sensitive to such engagement when considering job offers.

The laboratory experiment avoids the typical issues that arise in the field. In nat-
ural settings, firms might engage in CSR activities to motivate employees or positively
affect customer evaluations. By manipulating the risk of a shock exogenously, we were
able to isolate the effect of CSR in terms of signaling the employer’s future support
and avoid the endogeneity problem arising from workers’ potential needs being tied to
their characteristics. Unlike in natural settings where exogenous events, such as the
COVID-19 pandemic, may affect both firms and workers in uncontrolled ways, a labo-
ratory experiment allows us to manipulate an individual negative shock independently
of participants’ characteristics and without impacting the employers.

Following the experimental literature, we employed a gift-exchange setup (Fehr,
Kirchsteiger, and Riedl; Fehr et al.) and modeled CSR as a donation to charities (e.g.,
Koppel and Regner; Cassar; List and Momeni; Cassar and Meier). In our incomplete
contract environment, an employer and a worker interacted using a stranger-matching
protocol. During each of the 18 periods of the game, the employer chose whether to
donate to charities (representing CSR actions) and offered a piece-rate wage to the
worker. After observing the wage offer and whether the employer donated, the worker
then decided to accept or reject the offer. Workers who accepted the offer performed
a task for the employer, while those who rejected it worked as independent agents and
were not eligible for the employer’s help in the event a negative shock destroyed all
their earnings for the period.

We manipulated the shock probability between treatments: there was no risk of
shock in the Baseline condition whereas the probability of a shock was 25% in the
Shock treatment. This probability was common knowledge. The actual occurrence
of a shock in each period of the Shock treatment was idiosyncratic and independent
between periods and workers. At the end of each period, employers who had hired
a worker for the period could then decide whether to fully compensate their worker’s
loss of earnings in the event a shock occurs by paying a small amount of money.

As pre-registered, we analyzed our data on the full sample of participants. Our
main findings fail to support our two main assumptions. Employers who donated in
the Shock treatment were not more likely to help their workers in the event of a shock.
Given that the model key assumption did not hold in the experiment, it is perhaps not
surprising that the data also did not support other hypotheses based on the theoretical
conclusions. Specifically, workers in the shock treatment were not significantly more
likely to accept a wage offer when a donation was made. We also found that wages

offered by employers were lower in the Shock treatment than in the Baseline but there



was no substitution effect between wages and donations.

A further exploratory analysis revealed that our initial null results concealed strong
gender differences among both employers and workers. Contrary to the general find-
ings, male—but not female—employers who donated were also more inclined to help
their workers in the event of a shock. Given that the core assumption held true for
male employers, it may be more fitting to test the resulting hypotheses on the male
participants. Indeed, male employers were more likely to donate in the Shock treat-
ment compared to the Baseline condition. On the workers’ side, male workers were
more likely to accept the offer from an employer who donated to charities in the Shock
treatment compared to the Baseline. This suggests that male employers used dona-
tions to signal their willingness to help potential workers, and male workers interpreted
these donations as a signal of future assistance in case of need.

In contrast, female employers who donated were less likely to provide help to their
workers, possibly due to moral licensing (cf. List and Momeni). They were also not
more likely to donate in the Shock treatment compared to the Baseline. When deciding
whether to accept or reject a wage offer, female workers were not more influenced by
employers’ donations in the Shock treatment compared to the Baseline.

These gender differences on both sides of the market highlight a gender-based
divergence in how CSR actions are perceived and acted upon by both employers and
workers. If they replicated in the field, these findings suggest that it might be beneficial
for companies to adjust their communication strategies about CSR. In particular, job
postings should emphasize more directly and explicitly the personal assistance that
the company may provide during difficult times to male employees.

The remainder of the paper is as follows. Section 2 develops a theoretical model
underpinning our main hypotheses. Section 3 introduces the experimental design and
procedures. Section 4 presents our hypotheses. Section 5 develops our results and

finally, section 6 discusses these results and concludes.

2 Theoretical analysis

2.1 Baseline model

The game involves one risk-neutral employer and one risk-neutral worker. The timeline
is as follows: The employer chooses a wage w to offer the worker. The worker observes
the wage offer and chooses whether to accept or reject it. If the worker accepts, she
receives the wage and the employer receives the worker’s output, normalized to be 1.
Otherwise, the worker receives a private outside option 7 ~ U|[r, 7], where 0 <7 <7 <

1. With probability s, there is an exogenous shock and the worker loses their earnings,

6To focus on the main intuitions from the model, we assume here that the worker’s output does
not depend on the wage offer.



be it from the wages or the outside option. The worker will thus accept the offer if
and only if w > 7, regardless of s.” The employer’s utility is u,, = 1 — w if the worker
accepts and zero otherwise.

Plugging in the worker’s optimal strategy to obtain the employer’s expected utility

gives

E(u,,) = (1 —w)Pr(w > T)
= (1 —w) min (w—z 1),

— )
T—1T

which is maximized at

1 1
BTN
T otherwise.

2.2 Donations and types

We add two ingredients to the basic setup. First, the employer can donate to char-
ity. Second, the employer can protect the worker against the exogenous shock at a
personal cost. The worker does not know whether the employer will protect them
when deciding whether to accept the offer but observes whether the employer chose
to donate. We introduce pro-social employers who are intrinsically motivated to help
the worker and to donate to the charity. The other employers are selfish employers,
who never help the worker, and incur a cost ¢ from donating. The prior probability
for being pro-social is w € (0,1). Let o denote the probability that a selfish employer
donates. The posterior probability that an employer who donates is pro-social is given
by 7’ = m

The prospects of the employer protecting the worker increase the attractiveness of
any given wage offer compared to the outside option (which cannot be protected). Not
donating reveals that the employer is selfish and, therefore, will not protect the worker.
In this case, the worker’s earnings are as likely to be lost to the shock regardless of
whether they were obtained through employment or through the outside offer. Con-
sequently, the worker’s acceptance threshold and the employer’s optimal wage offer
remain like in the baseline model.

If the employer donates, the outside offer becomes less attractive by a factor F' that
depends on the probability that the employer is pro-social (i.e., will help the worker)

7w’ and is given by

1—s

= < 1. 2
1_5+7T/< ()

"We assume for simplicity that the worker accepts the offer if indifferent.



That is, we can interpret the effect of the exogenous shock as if the support of the
outside option shrinks from [r,7] to [rF,7F]|. We develop the testable implications

of this model in three propositions.

Proposition 1. If there is a positive probability of a shock, workers accept lower wages
in equilibrium from an employer who donates compared to an employer who does not

donate.

Proof. If the employer does not donate, the shrinking factor is 1. Consequently, the
worker accepts any wage w > T, as in the baseline model. If the employer donates, the

shrinkage factor is given by (2), and the worker will accept an offer w iff

(3)

Thus, the minimal wage offer that a worker accepts from an employer who donates
is 7F, which is strictly smaller than the minimal accepted offer without a shock 7 for
any probability of shock s > 0. O

Proposition 2. Employers who donate offer lower wages in equilibrium than employers

who do not donate.

Proof. From Equation (3), the optimal wage assuming donation maximizes the em-

ployer’s expected payoff:®

w
- T
E(u,, (w,d)) = (1 —w)min | £—" 1| —¢
T - -
Thus,
1 F 1 F
+7 7> +7
TF otherwise.

Note that # < HTI for s > 0. The comparison of (1) and (4) can therefore be

considered in three different regions of 7.

1. If7 < HZI £ then an employer who does not donate offers w = 7, whereas an

employer who donates offers 7F. In both cases, the worker always accepts the

offer.

1+TF

2. If # <7< 1;7-—, then an employer who donates offers +;- , which is always

accepted, while an employer who does not donate continues to offer 7.

8The cost of donation is a sunk cost and does not affect the optimal wage. Hence the optimal wage
will be the same for pro-social employers.



1+TF
2

3. If 7 > YL then an employer who donates offers , while an employer who

2 )
14T
does not donate offers ;- .

In all three cases, the wage offer of an employer who donates is strictly lower than
the wage offer made by an employer who does not donate. Note that for the internal-

solutions third case, the wage difference depends on 7 and goes to zero as 7 — 0. [

Lemma 1. The equilibrium probability of acceptance is weakly higher with donation.
Proof. The probability of acceptance without donation is, as in the baseline model,

w? — 71

Proo(w>r)=

; (5)

el

-7
while the probability of acceptance with donation is

w! —1F

Pro_(w=r1)= }7(7-_7_7)’

(6)
where w® and w! are given by (1) and (4), respectively.

Consider the three cases outlined in the proof to Proposition 2. In the first case,
the worker accepts the wage offer regardless of the donation. In the second case, the
worker accepts the wage offer of an employer who donates with certainty, but rejects
the offer made by an employer who does not donate with positive probability. In the

third case, substitute w® and w! in (5) and (6) to obtain

1— 1—1F
Pr(uw’ > 1) = g :

> 2(%—2)<2F(?—I):Pr(w127—F>' O

Proposition 3. Employers are more likely to donate if there is a positive probability

for a shock for sufficiently low values of ¢, the cost of donating.

Proof. By assumption, pro-social employers always donate, whereas selfish employers
do not donate in the baseline model where s = 0. It remains to be shown that selfish
employers donate with positive probability when s > 0. From Proposition 2 and
Lemma 1, a donation increases the employer’s benefits from potential employment,
as it allows the employer to offer a lower wage while still increasing the probability
of acceptance. It follows that when ¢ — 0, all employers donate, whereas when c is
arbitrarily large, no selfish employer donates. From continuity, for sufficiently small

values of ¢, there is an equilibrium probability of donation o > 0. O

3 Experimental design and procedures

With this theoretical framework, we designed an experiment that included three parts.

We start by describing part 1, which constitutes the core of the experiment. In this



part, we implemented a between-subject design with a Baseline and a Shock treatment.

Figure 1 displays the period timeline in part 1.

Part 1: Baseline condition. Part 1 included 18 periods. At the beginning of
part 1, participants were randomly assigned to the roles of employer or worker. Roles
remained fixed throughout the part. We randomly rematched the participants at the
beginning of each period to employer-worker pairs within matching groups.’

Each period of part 1 consisted of two stages: a job matching stage and a work stage.
In the first stage, at the beginning of each period, the employer chose the contract to
offer to a worker. The contract had two elements: a piece-rate wage, ranging from 1
to 19 points,'” and information on whether the employer had received a “social badge”.
Employers received a social badge if at the beginning of the period they chose to make
a fixed donation of 10 points, shared equally among three charitable organizations.!!
The social badge featured the logos of the three charities. The employer was informed
that if they donated, the amount of the donation would be deducted from their initial

endowment of 60 points, regardless of whether their job offer was accepted or not by

the worker.
Emol Employer
mpkoyer Employer decides Shock
d mat'es offers a wage whether realization
onations Stage 2 to protect
‘ » Feedback
Stage 1 Worker ‘Worker Stage 3
accepts or Real offer
. . performs
rejects each  is revealed
off (e ofitang the task (in shock treatment only)

Figure 1: Timeline of a period in part 1

Next, the worker reviewed the employer’s offer, which included the wage and the
social badge (if the employer donated). The worker then chose to either accept the
offer or opt for an outside option. If the worker accepted the offer, their compensa-

tion was the piece-rate wage multiplied by the number of units produced, while the

9To increase the number of independent observations, in most sessions we formed two matching
groups of 10 or 12 subjects each, depending on the show-up in the session. Because of no show-up,
sessions 7 and 10 included a single matching group of 18 subjects.

10Ten points equaled 0.4 Euro in the game.

1 The three charity organizations were: AFM — Telethon, The Red Cross, and World Wild Fund of
Nature (WWF). All three charities are highly familiar and popular in France. We used three charities
instead of a single one to avoid the possibility of a donation not being made due to a subject’s reluctance
to support a specific organization.



employer received a fixed 20 points per unit produced. If the worker rejected the offer,
they received the outside option while the employer’s payoff remained unaffected by
the worker’s output. The outside option was a piece-rate integer randomly drawn be-
tween 3 and 7 points. The worker knew the exact number, but the employer only knew
the range, preventing the employer from simply exceeding the outside option by one
point. Regardless of their choice, the worker also received a base payoff of 30 points.

To elicit responses from the workers for a broader set of contracts varying in both
wages and donations in an incentive-compatible way and without resorting to decep-
tion, we employed the method suggested by Bardsley. In each period, the worker
observed three different contracts: the actual job offer made by the employer and
two fictitious, computer-generated ones.'?> The worker had to decide for each of the
three offers whether to accept or reject it in favor of the outside option for the period.
Workers were aware that only one offer, the actual offer made by the employer, was
payoff-relevant, but were not informed of which one was the actual one. After the
worker made their choice, the computer revealed the actual job offer and informed
both parties whether the worker accepted it or not.

Stage 2 consisted of the work stage. In this stage, workers engaged in a real effort
task for 40 seconds, regardless of whether they had accepted the employer’s offer or
were working independently. We used the slider task from Gill and Prowse. The
work screen displayed 48 sliders that the worker had to place in the exact center of a
bar using only the mouse (see a screenshot in the instructions in Appendix A.1). The
worker’s output for the period was the number of sliders accurately centered at the end
of the work period. This output determined the period payoffs as explained above. To
avoid boredom during the work stage, the employers could click on a dot that moved
randomly on the screen with each click (as described in Zultan, Gerstenberg, and
Lagnado; Dadon and Zultan; Corgnet, Herndn-Gonzalez, and Schniter). At the end
of the work stage, the employer and the worker learned their earnings for the period,
based on the worker’s output.

Starting from the second period, the participants observed a history table at the
beginning of each period. This table displayed the contract offered by the real employer
and whether the worker accepted it for each preceding period. Two of the 18 periods
were randomly selected at the end of the experiment, and the payoffs from these two

periods were added together to constitute the participant’s earnings for this part.

The Shock treatment. In the Shock treatment, the key and only difference from
the Baseline condition is the introduction of a third stage after the work stage. In the

third stage, there was a 25% commonly known probability that the worker could lose

12Each worker received wage offers of 3 and 8, each once with and one without a donation. The rest
of the fictitious offers included a donation with probability 0.5 and a wage offer drawn from a uniform
distribution over the integers [2,12].

10



all earnings (except for the initial 30-point endowment) for the period at its conclusion.
This random draw was determined independently for each period.

The employer whose job offer had been accepted by the worker had the option
to sacrifice 10 points to fully compensate their worker for this loss of earnings in the
event a shock occurred. Employers made this commitment after learning the worker’s
output but before knowing whether a shock occurred, allowing decisions to be elicited
irrespective of the shock’s realization. The occurrence of the shock was disclosed only
at the end of the period. Of course, if no shock occurred, no points were deducted
from the employer’s payoff.

If a shock occurred, employed workers learned whether their employer opted to
protect them and subsequently received their protected earnings if applicable. In
contrast, independent workers (who rejected the employer’s offer) facing a shock could
not benefit from any compensation and they lost all their earnings from the work
stage of that period except for the 30-point initial endowment. If no shock occurred,
employed workers remained unaware of whether their employer had chosen to safeguard
them in the event of a shock. In this treatment, the history table also included whether
a shock occurred in each preceding period and, if so, whether the employer protected

the worker (only in case the worker accepted the employer’s offer).

Parts 2 and 3: Elicitation of pro-sociality and risk attitudes. In part 2, we
assessed participants’ pro-sociality by using the Social Value Orientation task (SVO;
Murphy, Ackermann, and Handgraaf, see Appendix A.2). Participants made six allo-
cation decisions between themselves and an anonymous participant, with one decision
randomly chosen for payment. The participant’s payoff in this task was the amount
they allocated to themselves in this selected decision, plus the amount allocated to
them by the other participant they were matched with.

We elicited risk attitudes in part 3, using the Gneezy and Potters method (see
Appendix A.3). Participants decided how much of a 100-point endowment to invest in
a risky asset with a 50% chance of success.'® A successful investment earned a 150%
return on the invested amount, whereas an unsuccessful one resulted in the loss of the
investment. Participants retained any points not invested.

Finally, in a post-experimental questionnaire, we elicited the participants’ socio-
demographic characteristics, including age, gender, education, average grade at the
final high school exams, and field of study.'* We also invited participants to answer a
few questions about the motivation behind their own choices and the choice of partic-

ipants in the other role in part 1 (see Appendix A.4 for details).

13In parts 2 and 3, ten points equaled 0.1 Euro.
14The socio-demographic questionnaire was not included in the first five sessions by mistake. There-
fore, these sessions are excluded from any regression that includes demographic variables.
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Procedures. We pre-registered the hypotheses, planned analysis, and the number
of subjects on AsPredicted.org (pre-registration No 98594). All sessions were con-
ducted at GATE-Lab, Lyon, France. The experiment was programmed using z-Tree
(Fischbacher) and lasted for approximately 90 minutes. We ran a total of 14 sessions
(seven per treatment) between May and October 2022. Overall, the experiment in-
cluded 254 participants (118 in the Baseline and 138 in the Shock treatment), recruited
from the local engineering, business, and medical schools, using Hroot (Bock, Baetge,
and Nicklisch). Table Bl in Appendix B shows that most individual characteristics
of the participants did not significantly differ between the Baseline condition and the
Shock treatment. Only the gender composition of the samples is marginally signifi-
cantly different; therefore, we added controls for socio-demographic characteristics in
all regressions.

Upon arrival in the lab, participants drew a tag from an opaque bag assigning
them to a computer terminal. We distributed a printed version of the experimental
instructions for part 1 and read them aloud (see Appendix A.1). Participants could
ask questions privately by pressing a designated button on their desk. The experiment
started after all participants confirmed they had read and understood the instructions
and answered the control questions correctly.

Final payoffs ranged from 10 Euro to 23 Euro, with an average of 16.3 Euro per
participant, including a 5-Furo show-up fee. In addition, a donation of 43 Euro was
split equally among the three charitable organizations. This amount represented the
total of all the donations made across all 14 sessions. We specifically mentioned in the
instructions that the ethical rules of GATE-Lab prohibit experimenters from deceiving
participants, and, therefore, all promised donations would actually be sent to the
three charities. We also offered participants the option to receive a copy of the receipt
confirming that we had sent the money to the charities. None of the participants chose

to do so.

4 Hypotheses

The primary purpose of our study is to test whether employers use CSR to signal to
potential workers that they are socially oriented, thereby increasing the probability of
hiring workers in a risky environment. Our first hypothesis tests the assumption lying

at the basis of our theoretical analysis:

Hypothesis 1. Employers who donate to charities are more likely to help workers who

experience a shock.

Our main hypotheses are based on Propositions 1-3:?

15We reordered and slightly rephrased the pre-registered hypotheses to fit the terminology used in
the paper.
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Hypothesis 2. In the Shock treatment, the employer’s decision to donate to charities
increases the probability of workers accepting a job offer more than in the Baseline
condition, controlling for the difference between the wage offered and the worker’s

outside option.

Hypothesis 3. Offered wages are lower in the Shock treatment than in the Baseline

condition.

Hypothesis 4. Employers are more likely to donate to charities when there is a
positive probability of a shock (i.e., in the Shock treatment) than when workers are not

at risk (i.e., in the Baseline condition).

Finally, we go beyond the theoretical model to conjecture that workers increase
their productivity in response to their employer having donated to charities. This can
be due to indirect reciprocity in both treatments. However, even selfish employees may
increase their productivity in this situation in the Shock treatment if they expect that
the employer is more likely to compensate a more productive worker for their loss in

case of a shock.'6

Hypothesis 5. The employer’s decision to donate to charities positively affects the

worker’s productivity.

5 Results

We begin this section by analyzing the signaling role of donations to charities. On the
employer side, we test the assumption that employers who donate are more likely to
help the worker (Hypothesis 1) and the implication that they are more likely to donate
in the Shock treatment (Hypothesis 4). On the worker side, we test whether workers
are more likely to accept an offer from an employer who donated compared to one
who did not (Hypothesis 2). We complement these analyses by examining the wages
offered by employers in the different treatments and how donations affected workers’
productivity, as stated in Hypotheses 3 and 5, respectively.

To conduct our analyses, we use both descriptive statistics and econometric anal-
yses.!” The upper part of Table 1 displays descriptive statistics on the wages offered
by the (human) employers and the share of employers donating in each treatment. It
also reports the share of employers (among those whose job offer was accepted) who
sacrificed to help the workers who would lose their earnings in the Shock treatment.

Focusing on the worker side, the lower part of the Table presents the mean accepted

16Note that since workers are paid on a piece-rate basis, all workers, regardless of their social
orientation, have an incentive to exert effort in the task.

7Qur pre-registration included, in addition to the regressions reported in this section, non-
parametric tests testing the same hypotheses.
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Table 1: Descriptive statistics

Variable Obs Mean SD Min Max
Offered wage Baseline  All 1,062 8.80 2.51 1 19
Males 450 8.39 1.72 1 15
Females 396 9.85 3.12 1 19
Shock All 1,224 8.15 1.98 1 19
Males 450 8.06 1.95 3 19
Females 342 8.39 2.09 1 17
Donation Baseline All 1,062 0.34 0.47 0 1
Males 450 0.28 0.45 0 1
Females 396 0.28 0.45 0 1
Shock All 1,224 0.42 0.49 0 1
Males 450 0.51 0.50 0 1
Females 342 0.25 0.44 0 1
Help Shock All 1,039 0.53 0.50 0 1
Males 392 0.63 0.48 0 1
Females 281 0.30 0.46 0 1
Accepted wage Baseline — All 907 9.04 2.47 4 19
Males 375 8.61 1.68 5 19
Females 341 10.09 3.07 5 19
Shock All 1,039 8.40 1.87 4 19
Males 392 8.22 1.93 5 19
Females 281 8.71 1.96 5 17
Output Baseline All 907 6.64 2.36 0 14
Males 375 6.50 2.49 0 13
Females 341 6.64 2.39 0 14
Shock All 1,039 6.97 2.36 0 14
Males 392 6.74 2.19 0 15
Females 281 6.95 2.21 0 14

Notes: These statistics only include the wage offers from the human employers, not those generated
by the computer program. The total numbers are larger than the sum of data for males and females
because in some sessions gender was not recorded.

wage and the average output in the task for those who accepted a job offer. Statistics

are reported for the full sample of participants and separately by gender.!®

5.1 Donation decisions

Donations and helping behavior. We first test Hypothesis 1, reflecting our as-
sumption that employers who donate to charities are more likely to help workers in
case they lose their earnings in the Shock treatment. Overall, employers chose to help
the worker in 53% of the periods in which their job offer was accepted (63% for male

employers and only 30% for female employers, see Table 1). The corresponding per-

18We did not pre-register any data analysis split by gender because we had no conjecture about
the presence of gender effects in our settings. However, the exploratory data analysis revealed strong
gender differences on both the employer and worker sides. Therefore, in this section, we also report
an exploratory analysis of gender differences in the behavior of employers and workers.
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centage is 65% in periods in which the employers donated (76% for male employers
and 15% for female employers) and 43% when the employers did not donate (49% for
male employers and 35% for female employers). The correlation between the share of
periods in which an employer chose to donate and the share of periods in which an
employer chose to help the worker (conditional on a shock occurring) is positive and
statistically significant (r(49) = .44, p = .001), in line with Hypothesis 1.

However, our exploratory analysis revealed that this correlation is gender specific.
It is positive and significant for male employers (r(13) = .55, p < .001), while negative
and non-significant for female employers (r(20) = —.16, p = .581). This suggests that
our assumption holds for males but not for females.

Tables 2 and 3 report logistic regressions on the probability of helping the worker
in the Shock treatment, with robust standard errors clustered on matching groups.
These regressions examine whether the decision to donate is associated with the deci-
sion to help, controlling for the offered wage, the period, and, when specified, socio-
demographic characteristics (gender, employment status, education, and school). In
Models (3) and (4) in Table 2, and in Models (3), (4), (7), and (8) in Table 3, we in-
clude an interaction term between the donation and the wage offered by the employer.
We did not include the SVO measure, as its influence on the decision to donate has
already been controlled for. Table 2 includes the regressions for the entire sample of
employers whose job offers have been accepted, while Table 3 presents regressions for
each gender separately.

Model (1) in Table 2 shows that the probability of helping the worker is significantly
higher when the employer donates to charities. However, this relationship loses signif-
icance once we control for socio-demographic characteristics (in Models (2) and (4)),
possibly due to the reduction in the number of observations.The interaction term with
the offered wage does not affect the helping decision (Models (3) and (4)).

The exploratory analysis by gender reported in Table 3 reveals a strong association
between donations and helping for male employers (Models (5) to (8)). The (negative)
effect of the wage on the decision to help only appears when a higher wage interacts
with the donation: male employers are less willing to help when they donated and
offered higher wages (see Models (7) and (8)).

In contrast, Models (1) to (4) show that female employers are less likely to help
workers when they donate, with varying significance levels across models. Model (4)
suggests that, in contrast to males, the combination of a donation and higher wages
cancels out the negative effect of the donation on the likelihood of helping. Thus,
female employers who donate are generally less likely to help, except for a fraction

who behave generously by also donating and offering higher wages.
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Table 2: Determinants of the employers’ decision to help in the Shock treatment — Full sample

Dep. variable: (1) (2) (3) (4)
Decision to help All All All All
Donation 1.006** 1.063* 1.731% 2.051
(0.400) (0.631) (0.895) (1.389)
Wage 0.034 0.054 0.069* 0.100
(0.032) (0.079) (0.038) (0.106)
Donation x Wage - - —0.087 —0.120
(0.103) (0.154)
Output 0.394** 0.246** 0.393*** 0.246***
(0.072) (0.037) (0.073) (0.037)
Period -0.027* -0.045 -0.027* -0.045
(0.016) (0.028) (0.016) (0.028)
Constant —2.067** 5.493*** —2.369*** 5.069***
(0.594) (2.787) (0.575) (2.908)
Socio-demographics No Yes No Yes
N 1039 657 1039 657

Notes: The table reports logistic regressions with robust standard errors clustered on matching groups.
The dependent variable is the employer’s decision to help the worker in case of a shock. In Model (2)
and (4), the socio-demographics include gender, employment status, education, and school. Sessions
1-5 are excluded from the analysis when socio-demographic control variables are included. The data

only includes employers with accepted offers. * (p < .10), ™ (p < .05), ** (p < .01).

Table 3: Determinants of the employers’ decision to help in the Shock treatment — By gender

Dep. variable: (1) (2) (3) (4) (5) (6) (7) (8)
Decision Females Females Females Females Males Males Males Males
to help
Donation —1.259"* —0.682 —5.755" —8.395"* 1.712"* 2.504™* 5.599**  4.659"**
(0.570) (0.813) (3.268) (2.319) (0.384) (0.544) (2.377) (1.191)
Wage —0.094 0.219 —0.189"* 0.045 0.097 0.007 0.325 0.119
(0.104) (0.160) (0.065) (0.192) (0.068) (0.110) (0.250) (0.132)
Donation - - 0.508 0.839*** - - —0.471  —0.27**
X Wage (0.350) (0.258) (0.295) (0.129)
Output 0.251**  0.367** 0.253"* 0.373** 0.450 0.741 0.446 0.728
(0.068) (0.106) (0.083) (0.114) (0.069) (0.130) (0.077) (0.137)
Period —0.12** —0.16™* —0.12"* —0.17"" 0.013 0.006 0.015 0.006
(0.041) (0.049) (0.036) (0.046) (0.039) (0.047) (0.039) (0.049)
Constant —0.380 17.889**  0.403 20.334** —4.151™* 12.743"* —6.111*** 10.876***
(1.398) (7.177) (1.135) (7.795) (0.760) (4.182) (2.118) (3.828)
Socio-demographics No Yes No Yes No Yes No Yes
N 281 265 281 265 392 374 392 374

Notes: The table reports logistic regressions with robust standard errors clustered on matching groups.
The dependent variable is the employer’s decision to help the worker in case of shock. When con-
trolled for, the socio-demographics include employment status, education, and school. Sessions 1-5
are excluded from the analysis when socio-demographic control variables are included. The data only
includes employers with accepted offers. * (p < .10), ** (p < .05), ** (p < .01).

Overall, this analysis does not find evidence for Hypothesis 1 for the full sample

and the female sample but supports it for male employers. This leads to the following
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result:

Result 1. QOverall, employers who donate to charities are not more likely to help a
worker harmed by the occurrence of a shock. This results from the combination of a
positive correlation between helping behavior and donations for male employers and

possibly a negative correlation for female employers.

Donations and shocks. The main implication of our signaling model, stated in
Hypothesis 4 is that employers should be more likely to donate to the charities in
the Shock treatment than in the Baseline treatment. Given that we found that the
theoretical assumption hold for males but not for females, it may be reasonable to
restrict the theoretical prediction to male employers. As in the previous section, we
report here the analyses for the full sample as well as separate analyses by gender.
Table 1 shows that the average fraction of the time employers donated is higher
by approximately 8.5 percentage points in the Shock treatment (42%) compared to
the Baseline (34%). Figure 2 shows that the share of employers donating is higher in
the Shock treatment than the Baseline in all periods except for the first one, and it is

relatively stable over time after the first six periods.
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Figure 2: Evolution of the share of donations over time

Table 4 reports mixed-effects logistic regressions on the probability of donating,
with individual random effects and robust standard errors clustered on matching
groups. The regressions control for the current acceptance rate of previous offers
(and therefore exclude period 1), the period, the employer’s SVO score, and, where

indicated, the usual socio-demographic characteristics. In Model (1), all the obser-
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vations are included, while all other models only include the sessions in which the

socio-demographics were recorded.

Table 4: Determinants of the employers’ donation decision

Dep. variable: (1) (2) (3) (4) (5) (6)
Decision to donate All All Females Females Males Males
Shock treatment 0.850 1.206 0.104 —0.803 3.729* 3.693**
(0.782) (0.911) (1.015) (0.972) (1.414) (1.677)
Acceptance rate 1.136 1.083 2.020™ 1.707 —0.655 —0.764
(1.008) (1.055) (0.957) (1.095) (2.163) (2.215)
SVO angle 0.170*** 0.154™ 0.108* 0.096* 0.218™ 0.197**
(0.027) (0.033) (0.051) (0.055) (0.066) (0.049)
Period —0.032 —0.038 —0.040 —0.040 —0.050 —0.050
(0.030) (0.033) (0.038) (0.038) (0.046) (0.047)
Wage —0.110 —0.126* 0.018 0.015 —0.320* —0.320™
(0.072) (0.070) (0.055) (0.048) (0.156) (0.154)
Constant —4.869** —12.768* —5.860™ —11.227* —4.033* —12.202
(0.072) (0.070) (0.055) (0.048) (0.156) (0.154)
Socio-demographics No Yes No Yes No Yes
N 2159 1547 697 697 850 850

Notes: The table reports mixed-effects logistic regressions with random effects for individuals and
robust standard errors clustered on matching groups. The dependent variable is the employer’s decision
to donate. In Model (2) the socio-demographics include gender, employment status, education, and
school. Sessions 1-5 are excluded from the analysis when socio-demographic control variables are
included and thus also from models by gender. * (p < .10), * (p < .05), ** (p < .01).

Overall, the estimates in Models (1) and (2) show that the Shock treatment had
no significant effect on the probability of donating to charities even when we exclude
the first period. Only pro-sociality, as captured by the SVO angle, is significantly
associated with the decision to donate. However, the exploratory analysis presented
in Models (3) to (6) reveals different treatment effects for males and females. The
probability of a male employer donating in the Shock treatment is significantly higher
than in the Baseline, whereas the treatment effect is insignificant for female employers.
We can reject that this is driven by females donating more in general. Indeed, the
average female employer donates in 43.0% of the periods in the Baseline treatment
compared to 43.3% for males (¢(45) = 0.086, p = .932).

This analysis leads to the following result that rejects Hypothesis 4 for the whole

population but supports it for male employers.

Result 2. Owverall, employers do not donate more to charities in the Shock treatment
compared to the Baseline. However, when analyzed separately, male employers are
more likely to donate in the Shock treatment than in the Baseline, whereas no such

effect is observed for female employers.
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5.2 Acceptance decisions

Overall, workers accept 68% of the offers in the Baseline as well as in the Shock
treatment. We investigate in this section whether the workers’ acceptance decision
depends on the interpretation of the donations as a signal of future help.'”

Table 5 reports mixed-effects logistic regressions on the probability of workers ac-
cepting an offer, with individual random effects and robust standard errors clustered
on matching groups. The dependent variable is the worker’s decision to accept or re-
ject an offer. The regressions examine whether the donation made by the employer,
being in the Shock treatment, and their interaction affect the likelihood of accepting
an offer. 