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1. Introduction.

In this paper, we try to evaluate the determinaritthe decision utility of workers
from the for-profit and nonprofit sectors. In owtteng, decision utility is a function that
workers will use to evaluate the expected ben&fits various job offers.

Firms in the nonprofit sector are partly charaetediby their goals. One of the alleged
objective of the nonprofit organizations is to pnod goods and services that generate
social benefits. Therefore, individuals could prdéeparticipate to the production of these
services as they are judged as socially desirabadous grounds. In the terminology of
Besley and Ghatak (2005), non-profit employees dooé assimilated to motivated
agents defined as “agents who pursue goals bet¢hegegerceive the intrinsic benefits
from doing so”.

A large strand of the literature on the motivatedmonprofit and for-profit employees
has then tried to test this prediction identifyirdifferences in utility from the
characteristics of their chosen jobs, particulémlyusing on the wage differential between
the two sectors. Following a compensating diffaeatargument, workers employed in
the nonprofit sector would be ready to donate lalboube involved in the production of a
good that they consider as valuable for the societyto work for a lower hourly wage.
Empirical evidence however is mixed. The most recndies to date (Leete (2001),
Ruhm and Borkoski (2003)) found opposite resultsthie United States, the first
concludes that the wage differential is in favodirtloe for-profit workers for certain
industries of the service sector while the secorldibé no significant difference in
compensation between for-profit firms and nonprofganizations. Reasons for opposite
results can be found in the difficulty to controk fdifferences in productivity between
workers in the two sectors. Furthermore, nonprofganizations are restricted by the

nondistribution constraint of profits. In this cert, Borjas andal (1983) states that the



nonprofits managers could be tempted to set abowekeh wages for the whole
workforce.

Recently, Benz (2005) followed a subjective apphoaiging to estimate the utility
function of for-profit and nonprofit employees ugireported levels of job satisfaction. He
found evidence that nonprofit workers report higivetl-being in the workplace than for-
profit ones. Using data from seven European coestiianfranchi et al. (2005) exhibit
similar results. Following Kahneman et al (199%)s texercise can be seen as an attempt
to measure the differences éxperienced utilityin the for-profit and nonprofit sectors.
This concept is linked with the pleasures and plaén are derived from the experience in
the job. It is essentially different from the mosbmmonly used in modern
microeconomics notion of decision utility whichusually inferred from observed actual
choices but can also be exposed by hypotheticadidas in experimentation.

In this study, we intend to use the workers’ statesferences towards fictitious job
offers to assess the determinants of the decigibity of for-profit and nonprofit workers.
For that purpose, we use the methodology of conhjairalysis that collects data on
hypothetical choices of individuals in a simulatadour market setting (see McFadden
(1986) for a presentation).

In our experimental setting, individuals revealithgreferences when they select
between jobs. The survey proposes descriptionsveffictitious job offers to workers
who are supposed to have lost their previous emmpdoy. Each job offer, called a
vignette, is characterized by ten specific attlsuthosen to describe its quality. The
evaluation of the vignettes is then analyzed teeaéthe most valuables attributes for
nonprofit and for-profit employees.

Among those attributes, superior intrinsic motieatiof nonprofit workers over for-

profit workers may be tested by specifically analgzthe weight of three attributes of the



job profiles, namely wages, working time and loydibm the employer in their decision
utility. The results show mixed evidence of motigatl differences for the two groups.

The wage semi-elasticity of utility is around 1.fof for-profit workers while it is
inferior for nonprofit workers, but the difference however insignificant. Though, the
number of working hours a week shows a clear iegdetd-pattern, with a maximum at
about 27 hours a week for the for-profit workersl aabout 29 hours a week for the
nonprofit workers. This evidence is in line withethabour donation hypothesis as
nonprofit workers reach their maximum decision itytilfor a longer working time,
showing a higher intrinsic motivation for work. Eugrmore, they are ready to abandon a
higher percentage of their wage to work a suppléangrhour than for-profit workers as
long as the working week is inferior to 32 hourar@isingly, above this threshold, they
would require a higher wage compensation for amyei@se in the number of worked
hours than their counterparts from the for-prodicter.

Finally, our findings show that for-profit workeesvaluate more highly job offers
where higher effort is exchanged for employer'saloy In contrast, nonprofit workers do
not obtain higher utility from such a deal. We miet this result as evidence of their
intrinsic motivation. As the nature of the goalsggued in the nonprofit sector provides
them with high work morale, they do not obtain aggin in well-being from a
supplementary demonstration of loyalty from thenpéoyer.

The rest of the paper is organized as follows.i&e& will describe the methodology
of the conjoint analysis and the characteristicewfexperiment. Section 3 will describe
our model decision utility and the chosen estimmatizethods. Section 4 will present and

discuss our estimation results.



2. Methodology and Experiment.

2.1. Conjoint analysis.

Producers are eager to discover the saleabilitye®f products projects. One of the
favourite methods of investigation is to proposegbaf consumers with a large set of
versions of a new good only differing by some ogithattributes. This method of
gathering and treating experimental data, designedanarketing researchers, is called
“conjoint analysis” by Green (1974). Paired comgamss, ranking and cardinal evaluation
of proposed alternatives yield information on slapgeferences and choice. Empirical
treatment of this information is based on the oagiwork of Luce, 1959, on individual
choice behaviour and has been originally desigryedidFadden, 1973.

Such laboratory experiment has the major advartageopose potential buyers with
a large set of alternative products. In spite sffiéxibility, conjoint analysis has been
rarely used in economic research, one noticealdeption being van Beek et al (1997)
where it is applied to reveal the preferences gflegers with respect to job applicants.

In this study, we will focus on the supply sidetloé labour market and try to discover
workers’ preferences with respect to job offers.rkées are then asked to evaluate and
choose between hypothetical job profiles, calleghgttes, consisting of attributes like
wage, working hours, nature of the employment @mttrHopefully, the experiment will
allow expose the mapping between inputs and ouwdplabour market choices, namely
the relationship between the job attributes andgobteptance by the workers. Previous
studies have made use of answers of employeetiziexuestions to derive what have
been called their values in the job. Clark (19970 &oza-Poza and Souza-Poza (2000)
have analyzed the differences in preferences fecifip attributes between male and
female workers. Our approach relies on observatbrhypothetical choices and is

assumed to come closer to measuring the true deaisility of the workers.



2.2. Experimental setting.

The experimental setting takes place in a largevesuthat was designed in the
context of the EPICURUS project to investigate link between work patterns, labour
market experiences and job satisfaction. This natastt has been collected on line in
seven European countries, namely Denmark, Frarioigné, Greece, the Netherlands,
Spain and the United Kingdom. The sample includégried individuals with a relatively
low education (maximum upper secondary school)exelude self-employed, students,
unemployed, pensioners and workers in primary seétorthermore, the sample was
stratified to persons aged 18-65 years. The tatatber of respondents is 5463 with an
unequal distribution between countries for cosésoas’

The information collected can be summarized in ghigarts. First, objective
information was collected about the individual @sgent and his household and his past
and current job situation. Second, a large set ulifjestive information is available
encompassing opinions about the job, measures efalb\job satisfaction but also of
various domains of the job, measures of satisfactwth areas of life and with life in
general. Third, hypothetical evaluations and chaitgb offers were obtained from the
respondents.

Each surveyed worker was exposed to the followiatitibus situation. Considering
that he has lost his current job, he has been pempfive vignettes representing job offers
defined by ten attributes aimed at describing thality of the job. The number of
alternatives has been limited to five for tractépipurposes. Considering that vignettes
were proposed to the respondents following theswams to the first two parts of the
survey, we assumed that a higher number of johlesofvould be too difficult to evaluate

properly. The questionnaire was designed not tairegnore than half an hour to be filled

2 Distribution of answers across countries is givefable Al in the appendix.



in. The selection of the attributes was also madedéscribe the most relevant
characteristics of the job in accordance with timelihgs of the subjective well-being

literature® An example of a vignette or job profile is givenTiable 1 below.

Table 1: example of a vignette proposed to individal respondents

Net hourly wage rate 20% more per hour than yotect wage

Type of Contract One-year contract with a highbataility of continuation with a permanent contragt

Weekly work hours 30 hours per week

Starting/ending times The work starts at the usoad. You can however choose on which days to work]

Training opportunities| The employer will offer yaul month training program in the course of the year.

Work organization The job involves working in a yiaig team

Control over own work  No one controls your work.

Work intensity The job is fairly demanding, whicteamns that sometimes you may have to work at
high speed.

Time of retirementy This company has no early retirement plans.

and Labour disability

Loyalty and effort Same working conditions as ihestfirms. Loyalty from both sides.
Shirking and low performance work is impossible.

Some of these attributes require supplementary cartsn The hourly wage rate is
expressed as a percentage of the current wagedelayrtee worker. The type of contract
may take six different levels from the most to liest secure arrangement. The number of
weekly working hours has been restricted to valsetsveen 20 and 50 hours. The last
attribute has been designed to mimic a modifiecsioar of the Akerlof theory of gift
exchange. The workers are proposed with two tygesxplicit arrangements. The first
assumes that there is no loyalty between the eraplkayd its workforce, the former being
likely to interrupt the contract while the workeaise not required to perform efficiently
and may shirk. On the contrary, the second possilttat the employer will be loyal to

his employees by ensuring them against prematteeruption of the labour contract and,

3 The full list of attributes and the possible levassigned to them is given in Table A2 in the afpe
* In supplement to the wording of the proposed laitds, respondents were given access to supplempenta
information about their detailed meaning while kiiy on an information window.



in exchange, the worker will be unable to shirk aodoerform badly. The rest of the
attributes describe various elements of the workmaditions offered in the job.

This description of the job profile is by essenweomplete. The respondent was then
explicitly informed that all unspecified traits dhe job offer were identical to the
characteristics of his current job.

Random combination of the levels of the ten attebuwvould result in a very large
number of possible vignettes with some of thesadeinrealistic considering the true
available jobs in the labour market. The samplevighettes has been restricted to 95
hypothetical job offers, divided into 19 combinaisoof 5 vignettes. Each respondent was
then randomly assigned with one these combinati®he. quality of the answering rate
was quite reasonable. For example, in France, ihlyut of 1008 interviewed individuals
did not answer the vignette questions. On averagh eespondent has evaluated 4.92
vignettes. Thus almost all respondents did evalGatignettes. The descriptive statistics
of the sample of vignettes is given in Table 2 belo

Each vignette was proposed on a separate scraée internet questionnaire. At the
bottom of each screen, the respondent was theireddqo evaluate the vignette on a 0 to
10 cardinal scale. The average evaluation of vigeeh the sample is 4.15. Then, the
respondent was asked if he would accept this offearder to allow the respondent to
reconsider his evaluation, he was allowed to gokbawd forth on the five screens
displaying the five vignettes and modify his answerhis is essentially similar to the

recall hypothesis in the job search theory.



Table 2: The vignette's attributes: Descriptive Stéistics

Variable

MeanMin. Max

Type of contract (dummy variables)

Permanent contract with no risk of being fired

Permanent contract with risk of being fired & wébonomic compensation
Permanent contract with risk of being fired & with economic compensation
One-year contract with high probability of contitioa with a permanent contract
One-year contract with high probability of contitioa with a temporary contract
(reference: One-year contract with.no probabilftg@ntinuation)

Ln(Working hours) (Working hours ranged from 20 to 50)

Net wages per hour expressed as a percentage of wages at current job
Working schedules (dummy variables)

Flexible working hours

Office working hours (you can choose which daysrywork)

Rotating shifts (system)

(reference: The employer decides about the wortimgs (not in the night) and may change them mgnthl
Training : 1= The employer will offer you a 3 months traigiprogram in the aaose of the ye:
2=1 month training, 3= 10 days training 4= 5 dmgming 5= 1 day training; 6= no training

Work organization (dummy variables)
Job not in teamwork

Job in varying teamwork

(reference Job in fixed team)

Control over own work (dummy variables)
Job has a fixed routine

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

(reference: No one controls your work)

Intensity due to high speed (dummy variables)
Often high speed

Sometimes high speed

(reference: never working at high speed)

Intensity due to tight deadlines (dummy variables)
Often tight deadlines

Sometimes tight deadlines

(reference: never working with tight deadlines)
Retirement & Labour disability (dummy variables)

Have to stop before 65 (have to stop before 65usecthe job is physically very demanding)

Early retirement 55 (firm has early retirement glan
Early retirement 60 (firm has early retirement glan

(reference: the firm has no early retirement plans)
Loyalty-no shirking (dummy variables)

Loyalty from both sides; interruption of the lab@ontract and low performance impossible

018 O 1
013 O
018 O
024 O
016 O

011 O 1
3.54 23891

-0.02 -0.5 0.5

017 O 1

028 O 1

031 O 1
342 1

030 O 1

032 O 1

038 O 1

040 O 1

0.34

026 O 1

024 O 1

016 O 1

016 O 1

017 O 1

016 O 1

012 O 1

012 O

020 O 1

024 O 1

016 O 1

057 O
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3. Choice model and empirical set-up.

In this section, we will first discuss the assunwdmice model of the respondent.

Then, we will present the econometric models usezl’ailuate his preferences.

3.1. The Choice Model.

Kahneman and al (1997) makes an explicit differdret&veen experienced utility and
decision utility, the former being formed by exgeie of episodes coming from the
previous choices of the individual, the latter measy the mapping between attributes
and evaluation of current alternatives faced byinléesidual. Following the interpretation
given by Ferrer-i-Carbonel and al (2005) of ourrent experimental setting, we will
assume that experienced utility of the current loarproxied by the levels of satisfaction
with his current job reported by the worker whileeferences associated with decision
utility are stated by the evaluations of the hyptttal job profiles proposed to the
respondent. The results displayed in Ferrer-i-Qaebo(2005) showed significant
differences between the two utility concepts.

Considering these two concepts of utility as déférdoes not mean that they are not
linked with each other. In this paper, we view tecision utility of any worker as
dependant of the given attributes of job offerss br her measured and unmeasured
characteristics and also of hedonic past experienctheir current job, namely his
experienced utility. In other words, our conceptdeftision utility is related with the
preferences at the very moment of the experimeantilas in essence to the original
random utility model of Thurstone (1927).

We then assume that respondeataluatesach job offerd according to a cardinal

scale V. expressed as a function of the vector of tke attributes of J,

D, =(D,;,D,;,...,D,;), and the vector of individual and current job eltaeristics,x; :
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V.(J) =V(D,;,D,;,....Dyy, %) Q)

We will further assume that this scale has an add#eparable form:

V.(J)=a,D,, +a,D,; +..+a, D, + B X; + B, X, +...+ B.X, (2)

Choosing this simple additive form will allow calate compensatory values or
tradeoffs interpretation between tlie and thexs, i.e. changes in the attributes and
personal or current job characteristics that vave the respondent indifferent between
two different job offers.

Furthermore, interactions between individual chimastics and job attributes may
enter this linear form permitting the marginal itjilof any attribute to vary in accordance
with the respondents’ traits. For example, socioeauic background of individual may
influence their preferences for labour donatiomftanchi and Narcy (2006) shows that if
the father of worker holds a job directed towardsia welfare improvement, then the
worker is significantly more likely to be employea the nonprofit sector. Similarly,
Prouteau and Wolff (2004) reports that, in Franmesvious parents’ involvement in
voluntary work increases the likelihood of childrenengage into unpaid work. We will
therefore hypothesize that the decision utilityfof-profit and nonprofit workers may
differ, not only through the additive introductiof intrinsic motives to work in nonprofit
organizations, but also through the change in thegmal utility of hours or wages for

example.

3.2. Empirical setup.

We will assume that the additive scale or decisitlity (2) V, (J) could be estimated

by following empirical model:
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k=10

\/iJs = ZaksDkJ + :lexis +£iJs (3)

k=1
where the random term is assumed to be independlémt explanatory variables.
However, the true value of the decision utilityuisobservable and we only observe

the evaluationU,,of the vignetteJ by the individuali working in the sectos (s= for-
profit or nonprofit), such that , = f(V,, But reported on a discrete scale 0-10,. The

observed variable is an ordered variable and owirézal could therefore be estimated
using ordered probit or logit models. However, @ixaffects ordered probit estimation
method is still uncertain and quite difficult torfte. For purpose of tractability and to
facilitate the computations of the tradeoffs betwaeges and the remaining attributes,

we have chosen to transform the discrete repon@tlations of the vignették,,into

continuous values denotedl . This transformation requires that the transformalies

preserve the ranking of the original evaluations.

In this paper, we will use the COLS method intraetlidy van Praag and Ferrer-i-
Carbonel (2004, Chapter 2). Considering the discsetile 0-10, any discrete value taken
by our observed discrete variadlg, represent a transformation 9f, belonging to one
of the intervals [0,0.5],..., (9.5, 1]. If the scatethen linearly transformed into the 0-1

scale, we can construct our new variablg, for each possible eleven values using the

following formula:

—_ n(An—l) - n(An)
" N(A,)-N(A,L)

LTiJs = E(ViJs|/‘n—1 <ViJs < /]n) (4)

where theA take their values in {0, 0.05, 0.15, 0.25,...,0.9pafd n andN represent the

Normal density and distributions functions. The nealgpendant variable of our
econometric modeU . is then the conditional mean ¥f,, and our model is rearranged

as follows:

12



o k=10
UiJs = ZaksDkJ + :lexis +£iJs (5)

k=1
and can be estimated using conventional linear oasthMoreover, van Praag and Ferrer-
i-Carbonel have shown that the estimated coeffisiebtained with the COLS method are
identical to the coefficients obtained with ordenaabit model, up to a multiplying

positive factor.

We further decompose the error term into a spetificvidual effecte; and a white
noise componeng,, . The specification (5) will be estimated for theotsamples of for-

profit and nonprofit sectors taking advantage & tranel structure coming from the
sequence of the five vignettes. Fixed effect amdloan effect models will be proposed,
the former having the obvious advantage to corfoolall individual and current job
characteristics. Moreover, the value of the tembattes being chosen at random, the
likelihood of correlation between individual effsand explanatory variables is reduced.
However, the random effects model will allow usegtimate a single model where all the
observable attributes of the vignettes will be eysitically interacted with a dummy
measuring the nonprofit status of the workers. ljkave will be able to test for
significant differences in the marginal utilitiektbe characteristics of the hypothetical job
between for-profit and nonprofit workers.

The presentation of vignettes being perfectly ramded and the respondent being
able to revise his evaluation of each vignetteaklhg the duration of the experiment, we
can discard the risk of an effect of the orderifghe vignettes on the reported levels of

satisfaction with the job profiles.

3.3 Testable hypotheses
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The first goal of our econometric model is to detiee if the decision utility stated by
for-profit and nonprofit workers are identical. Theasons for differences in their
respective preferences towards the attributeseofah offers can be traced in the alleged
intrinsic motivation of nonprofit workers.

Labour donation theory postulates that both theamgolitical and ethical goals of
nonprofit organizations and the nature of theirdpand services aimed at generating
social benefits will attract workers who will beady to work for nonmonetary reasons,
for the sake of the mission. Using data from theefAinan Quality of Employment
Survey, Mirvis and Hackett (1977) report evideritat on average “nonprofit workers are
more likely to report that their work is more impamt to them than the money they earn”.
Then, ceteris paribus, these intrinsically motidaterkers would set a lower reservation
wage to accept a given job in the nonprofit se&ssuming that the remaining attributes
of the jobs are properly controlled, a positivecpi®f evidence on favour of this theory
would be a lower marginal decision utility of wages nonprofit workers.

Besides, following Kreps (1997), “workers may takdficient pride in their work so
that effort up to some level increases utility.”d@ragain, we will be unable to identify the
real causes for workers to consider work as a ggotb a certain level of effort, but we
may test such an assumption considering a quadtatition of worked hours in the
attributes of the decision utility. Therefore, wéllvbe able to identify the number of
optimal weekly hours of a job offer for nonprofitcfor-profit workers.

Finally, the last attribute proposed in each vigmekplicitly introduces the concept of
reciprocal loyalty in the design of the hypothetigab offer. The first value of this
attribute defines an explicit work contract wheeeloyalty is required from employer and
worker, that is the latter has freedom to exedva ¢ffort (shirk) or perform badly while

the employer may dismiss him at his own will everfiolbe the end of the duration of the
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contract. On the contrary, the alternative expliwibrk contract is characterized by
reciprocal loyalty, the employer being credibly cuitied to job stability in exchange of a
strict requirement of high effort and performance.

We hypothesize that for-profit and nonprofit workenay evaluate these two contracts
differently. In fact, if the workers are intrinslgamotivated by working for the nonprofit
sector, such explicit arrangements may give bwotthe well-known crowding-out effect
when intrinsic motivation is partially reduced Inetexternal motivator (Frey (1997)).

Among the attributes, the influence of wage in ea@mnette is measured as a
continuous variable, the percentage change of tgevat current jobdW /W, while the

working hours are introduced as a quadratic fohm, rest being dummy variables. Our

estimated model is then written as:

k=8

LTi.]s = zaksDkiJ +5(dVV|J /\/\/I) +ys In(hour$i.] +Vs lnz(hours)ij +ﬁslxis +£i.]s (6)

k=1
4. Results and Interpretations
4.1. Estimated decision utility for nonprofit ara-profit workers

Results from the random effect model where attebudre interacted with a dummy
for the non profit status of the respondent aremeg in table 3 below. The estimated
coefficients associated with the different valuéshe attributes for the for-profit workers
are given in the first column. In the second coluema given the differences in estimated
marginal decision utilities for the nonprofit worke

Inspection of this table will first help to assgsk quality through the evaluation of

its characteristics by the workers themselves. &foeg, use of conjoint analysis helps to
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rank the workers’ preferences over a given numberttobutes of the job. Our analysis

will therefore highlight what aspects of the laboelationship are the most important for
European low qualified workers. We will also showdence of motivational differences

for the two groups. We first focus on the charasties of the job that would not be

evaluated differently by forprofit and non-profitovkers according to the hypothesis of
intrinsically motivated workers.

In terms of attributes of the job, a first inspentiof the results clearly reveals that the
workers are more sensitive to the type and horfdhe labour contract than to any other
job characteristics. Respondents from both seawsaduate the values of this attribute
identically. Not surprisingly, the respondents rding&t a permanent contract with no risk
of being fired and last a one-year contract with probability of continuation. More
interesting is the fact that they would prefermperary contract with a strong probability
to remain employed one year later either permayemtitemporarily to a permanent
contract with a high probability to be fired. Thesidence is in line with a strong and
growing reported feeling of job insecurity in Eueop

In terms of working conditions, forprofit and nomsfit workers exhibit similar
preferences. They both incline toward flexible wogktimes associated with a freedom of
choice over the working days. Hence, a labour eahivhere they are supposed to start at
usual working times only ranked second. A job appéaincrease in value when workers
are given at least some discretion while the ogtioh working hours decided by the

employer and especially rotating shifts are unetitre.
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Table 3: Random effects COLS model of decision uifiy (model with interaction terms)

Marginal utility for attributes
(Forprofit workers)

Difference in marginal utility for
attributes between groups

Perm.cont with no risk of dismis.
Perm.cont. with risk but compen
Perm.cont. with risk and no com
Temporay .cont. to perman.cont
Temporat.cont. to temporary.con
(ref. Temp.cont.to unemploymen

Ln(Working hours)
Ln2(Working hours)

Wages

Flexible working hours
Office working hours
Rotating shifts

(ref. work.times decided by
employer)

Training 1 to 3 months
Training 5 to 10 days
(ref. employer offers no training)

Job not in teamwork
Job in varying teamwork
(ref. Job in fixed team)

Job has a fixed routine
Can choose order tasks
(ref. noone controls your work)

Often high speed

Sometimes high speed

(ref. never working at high speed
Often tight deadlines
Sometimes tight deadlines

(ref. never working with tight
dead.)

Have to stop before 65
Early retirement 55
Early retirement 60

(ref. firm has no early retirement
plan)

Loyalty-No-shirking
Constant

Number of Observations

o

O

~

Number of Groups

Coeff. Z-value
.3946 13.30
.2526 8.21
.0565 1.80
.2292 7.39
.2799 10.85

6.36 9.86
-.969 -10.45
1.175 55.47
132 5.56
.099 4.88
-.070 -3.63
111 5.97
.061 3.52
.042 2.53
.013 0.79
-.116 -6.55
.050 2.70
-.173 -9.23
-.001 -0.03
-.109 -5.32
-.030 -1.49
.080 2.87
224 9.97
.206 8.95
124 8.54

-10.24 -9.07
18574
3744

Coeff. t-value
-.068 -0.70
-.069 -0.68
-.087 -0.86
.027 0.27
-0.077 -0.91
5.04 2.40
-.729 -2.41
-.050 -0.74
-.078 -1.03
.031 0.49
-.024 -0.38
.064 1.03
.081 1.42
-.125 -2.32
-.120 -2.24
-.025 -0.45
.015 0.26
-.085 -1.39
-.037 -0.53
-.144 -2.20
-.047 -0.71
112 0.206
-.066 0.354
-.086 0.248
-.093

Note : the model also includes variables measigarmgler, age, age squared, level of education ameniks for

country specific effects.
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In terms of control over work, the respondents fittva two sectors show an identical
and strong preference for autonomy over routinewéi@r, to be given fixed tasks and
freedom to decide when and how execution shoulddre is preferable to a complete
control over the contents of the work. As noticeevppusly in the case of working times,
rules that define the scope of the worker’s autonpane seen as a positive asset.

Working at high speed, that involves being put wnghysical tension, drives
nonprofit and for-profit respondents to decrease tbported utility of the job. This
negative evaluation is even strengthened when wetkas to work with tight deadlines, a
proxy for psychological pressure, nonprofit workbesng even more negative about this
attribute. A likely explanation for this surprisimgsult may be found in the characteristics
of the jobs in nonprofit sector. Among the vari@ueestions about their work roles in the
Mirvis and Hackett study cited above, nonprofit iens were especially negative about
the more demanding time pressure they had to fatieis specific trait carries over our
sample, respondents may have induced to rank hiaisacteristic very badly according to
their previous negative experience.

Looking at work organization, forprofit workers éirmore attractive a job in which no
team work is involved. On the contrary, nonprofdrkers appear to rank first to work in a
fixed team and last to work in a varying teamsithien difficult to strongly state that these
workers have a superior taste for working in group.

All workers are also keen on preferring a job whigves them the opportunity to quit
their job 5 to 10 years before the legal retirenaayg.

We turn now to the three attributes that we hypsiteeto be differently ranked by
the two groups of workers. As predicted by conwendl utility theory, the absolute wage
has a positive impact on the evaluation of thepotfile. The wage elasticity is around

1.17 for for-profit workers while it is inferior fononprofit workers, around 1.12, but the
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difference is not significant at the usual statatievels. Therefore, nonprofit workers do
not seem ready to sacrifice a higher percentagbenf current wage than their forprofit
counterparts to obtain a similar job.

However, when turning to the effects of weekly wetlkhours on decision utility, the
results exhibit clear differences between the twaugs of workers. First, the number of
working hours a week shows a clear inverted-U-patteith a maximum at 27 hours a
week for the for-profit workers and about 29 hoarsveek for the nonprofit workers.
Apparently, the working activity would indeed besom true « bad » only above a level
of working hours rather inferior to the Europearrage weekly working hours for both
groups of workers. However, the significant diffece in the optimal number of working
hours is clearly in line with the labour donatiogpbthesis as nonprofit workers reach
their maximum utility for a longer working time, @ling a higher intrinsic motivation for
work. We will come back in details below to the ioml length of the working week in
both sectors.

Finally, the evaluation of the attribute definingetjob in terms of reciprocal loyal
behaviour from the employer and his employee revstaibng differences in preferences
between the two groups of workers. Our findingsvsltilbat for-profit workers evaluate
more highly job offers where higher effort is exopad for employer’'s loyalty. In
contrast, nonprofit workers do not obtain highelitutfrom such a deal, neither from the
possibility to shirk on behalf of an uncommitted@ayer.

We interpret this result as another evidence af th&insic motivation. As the nature
of the goals pursued in the nonprofit sector presithem with high work morale, they do
not obtain any gain in well-being from a supplenagntdemonstration of loyalty from
their employer. On the contrary, if nonprofit workeriginally consider their manager as

another agent of the trustee, motivated by thereatfi the mission, any change in the
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implicit nature of their contract will signal thahe true nature of the employment
relationship is modified. Explicit offer of job saty in return of high effort and
performance reveals that the believed implicit @apon or reciprocity with the
managers is not true anymore. The explicit loyaffer will act as an extrinsic motivator
that changes their perception of the contract.

Our interpretation of this result mimics the raategiven by Gneezy and Rustichini
(2000) for the results of their experiment wherbjscts were given a task to perform for
a fixed fee or for a piece-rate system of paymeéney found out that workers paid a fixed
fee exert a higher effort than workers with thefp@nance contract when the piece-rate
was too low. When the piece rate was introduceglntiture of the contract was modified
and proper incentives were lost until the extrimaigtivator reached a high level. We see
Gneezy and Rustichini and our results as examplethed situations where intrinsic
motivation can be crowded out by extrinsic motivatiound by Benabou and Tirole
(2003). Their informed principal-agent model provieat when the motivated worker is
less informed than the manager, a change in theolvegmpensating the job may conduct
the agent to reassess their beliefs about his avafitg or about the nature, interest and

difficulty of the job.

4.2. Supplementary evidence on the length of the&kimgp week and intrinsic

motivation

We further investigated our first findings on thatimal length of the working week
calculating the trade-off between wages and workiwogrs for the two categories of
workers. We ran within sector, random and fixe@e&H estimations of the decision utility

and use the results to display the profiles of ttadeoffs between wages and working
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hours over the admitted range of the working weaekhie vignettes, 20 to 50 hours.
Results from the within sector estimations are regbin Table A3 in the appendix and
show very similar results to the one obtained pesly. The calculated profiles are given

in figures 1 and 2 below and show very interespagern of preferences.

Figl: comparison of wage/working hours trade offs
(fixed effects model)
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Fig2: comparison of wage/working hours trade offs (random
effects model)
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In both figures, it can be seen that the optimadjle of the working week, defined as
a zero tradeoff between wages and working hourkjgker for the nonprofit workers,
with similar values to the ones calculated aboverddver, whenever nonprofit workers
are offered contract with fewer weekly worked hotlman their optimum, they are ready
to give up a higher percentage of their current eviigan for-profit workers to work a
supplementary hour in a similar job. Accordinglyey not only experience an increase in
satisfaction coming from work up to a longer workiweek than forprofit workers, but
are also ready to exchange wage for work at a loater whenever they are intrinsically
motivated.

However, this pattern is reversed when the requivetking hours become slightly
higher than the optimal value. For a working weegesior than 32 hours or so, nonprofit
employees would require higher wage compensatian their counterparts from the for-
profit sector for any supplementary hour of workhc® the employer requires hours in
excess of the optimal length of the working weedn-profit workers are more and more
reluctant to offer supplementary effort in exchanfisupplementary wages.

Altogether our empirical evidence draws a more daraged pattern than the simple
assumption that nonprofit workers would be readystpply labour at a lower price.
Hence, for-profit workers also appear to obtainimsic satisfaction from work’s sake.
They are not dissatisfied with the work itself lare less motivated than those in the
forprofit sector for short working week. Besidasrinsic motivation of nonprofit workers
seems to fade away more rapidly. A first reasortiese surprising results may be found
in the structure of the workforce employed in tlen4profit sector. For example, more
women are found to be employed in nonprofit orgatnins than in for-profit firms (see
Leete (2001) and Lanfranchi and Narcy (2006) forthNédmerican and French evidence).

A high proportion of these women have working huslsa and children and their
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opportunity cost of work may rise more rapidly. &ad, a sort of crowding out effect may
be at work. When the workers are obliged to sumbfgrt beyond their optimal level,

supplementary wages will act as extrinsic motivatiilat may reinforce the difficulty of

the job. The more the workers were originally msically motivated, the higher will be
this negative effect.

Anyhow, if nonprofit employers are aware of thehagwage costs of long working
week, they would be induced to offer labour corttadth fewer working hours than for-
profit employers. This may partly explain why theme more part-time employees in the
non-profit sector and why the working week is aldworter. On average, personal
calculations from the Labour force Survey in Framce2001 reveal that the average
weekly worked hours are 37 and 39 for full-timeasad workers and 33.9 and 36.5

including part-time workers in non-profit and foofit organizations respectively.

References :

Benabou R.J.M. and J. Tirole, 2003. Intrinsic andriesic motivation, Review of
Economic Studies0: 489-520.

Benz M., 2005. Not for the profit but for the s&digion? Evidence on worker well-being
in non-profit firms.Kyklos 58: 155-176.

Besley T. and M. Ghatak, 2005. Competition and ntiges with motivated agents.,
American Economic Revie®5: 616-636.

Borjas, G.J., Frech H.E. and Ginsburg P.B., 198&perty Rights and Wages : the Case
of Nursing HomesJournal of Human Resourcek/ : 231-246.

Clark A.E., 1997. Job satisfaction and gender : wng women so happy at work?.,
Labour Economics4: 341-372.

Ferrer-i-Carbonell A., van Praag B.M.S. and |. Tdessiou, 2005, Image and Reality: the
Case of Job Satisfactiopiynpublished Mimeo

Frey B.S., 1997. On the relationship between isicirand extrinsic work motivation.,
International Journal of IndustriaDrganization, 15: 427-439.

23



Gneezy U. and A.Rustichini, 2000. Pay enough ortdmay at all. Quarterly Journal of
Economics115: 791-810.

Green P.E., 1974. On the design of choice expetsriamolving multifactor alternatives,
Journal of Consumer Researdh 103-123.

Kahneman D., P.P. Wakker and R. Sarin, 1997. BaclBdéntham? Explorations of
experienced utilityThe Quarterly Journal of Economickl12: 375-405.

Kreps D.M., 1997. Intrinsic motivation and extrinsincentives.American Economic
Review Papers and Proceedings, 97: 359-364.

Lanfranchi J, M. Larguem and M. Narcy, 2005. Satitbn dans I'emploi des salariés du
secteur a but non lucratif en Europe., Working Pageiversité Panthéon-Assas, Paris.

Lanfranchi J, and M. Narcy, 2006. Wages and effothe French for-profit and nonprofit
sectors: Labour donation theory revisitethpublished mimeo

Leete L., 2001. Whither the nonprofit wage diffarah? New estimates from the 1990
census. Journal Of Labour Economics, 19: 136-170.

McFadden, D., 1973. Conditional Logit analysis afialfative Choice Behaviour. in
P.Zarembka (EdFrontiers of EconometrigiNew York, Academic Press, 105-142.

McFadden D., 1986. The choice theory approach tkehaesearch, Marketing Science,
5: 275-297.

Mirvis P.H. and E.J. Hackett, 1977. Work and work#characteristics in the nonprofit
sector.Monthly Labor Review3-12.

Van Beek K.W.H., Koopmans C.C. and B.M.S. van Prd&97. Shopping at the labour
market: a real tale of fiction., European EconoRé&view, 41: 295-317.

van Praag, B.M.S., Frijters P. et A. Ferrer-i-Camélg 2002. The Anatomy of Subjective
Well-Being, Journal of Economic Behavior and Orgation, 51: 29-49.

van Praag, B.M.S. and A. Ferrer-i-Carbonell, 206fappiness Quantified, Oxford
University Press, Oxford.

Preston, A.E., 1989. The Nonprofit Worker in a poofit World. Journal of Labor
Economics, 7: 438-463.

Prouteau, L. and Wolff, F.-C., 2004, “Donner s@mps: les bénévoles dans la vie
associative. »-conomie et Statistiqua°372 : 3-40.

Ruhm C.J. and Borkoski , 2003, “Compensation in loaprofit Sector”, Journal of
Human Resources, 38: 992-1021.

24



Sousa-Poza A. & Sousa-Poza A.A., 2000, Taking amotbok at the gender/job
satisfaction paradox, Kyklos, 53: 135-152.

Thurstone L., 1927. A law of comparative judgemeRtychological Review34: 273-
286.

25



APPENDIX

Table Al: Number of individual respondents per coutry.

Country Number of Respondents Frequency

Denmark 1,011 18.51
France 1,008 18.45
Greece 800 14.64

The Netherlands 1,007 18.43
Spain 304 5.56
Finland 331 6.06

United Kingdom 1,002 18.34
Total 5,463 100
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Table A2: List of the attributes values.

Net hourly wages
From —50% to + 50% of the current wage.

Type of contract

1- Permanent contract with almost no risk of logimg job

2- Permanent contract with risk of losing the yath severance pay.

3- Permanent contract with risk of losing the yath no severance pay.

4- One-year contract with high probability of contation with a permanent contract.

5- One-year contract with high probability of cantation with another temporary contract.
6- One-year contract with no probability of contition.

Working hours
X hours per week (between 20 and 50 hours a week)

Start/ending times

Flexible working times.

Work starts at the usual time.

Rotating shift system.

The employer decides about the working times mtite night)

Training opportunities

3 months training program in the course of the year
1 month training program in the course of the year.
10 workdays training program in the course of thary
5 workdays training program in the course of tharye
1 workday training in the course of the year

No specific training

Work organization:

The job does not involve teamwork.

The job involves working in a varying team.
The job involves working in a fixed team.

Control over own work.

The job has a completely fixed routine, which yanmot influence

Your job tasks are fixed, but you may decide onméed how things are done.
No one controls your work.

Intensity

The job is very demanding, which means that yolilvaive to work most of the time at high speed.

The job is fairly demanding, which means that sommes$ you may have to work at high speed.

The job is not very demanding, which means thatwilurarely have to work at high speed.

The job is very demanding, which means that yolheie to meet tight deadlines most of the time.

The job is fairly demanding, which means that sommes$ you may have to meet tight deadlines. Thegoiot
very demanding, which means that you will rarelyénto meet tight deadlines.

Time of retirement

You will have to stop before retirement age
You can retire at age X (55 or 60)

No early retirement plans.

Loyalty & Shirking
No loyalty from both sides; Shirking and low perf@ance is possible.
Loyalty from both sides; Shirking and low perforraarwork is impossible
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Table A3 : COLS model of decision utility within s&tor (fixed and random effects models)

Fixed Effects
Non-profit workers

Fixed effects

Random effects

Random Effects

For- profit workers Non-profit workers For-profit workers

Perm.cont with no risk of dismis.
Perm.cont. with risk but compen
Perm.cont. with risk and no com
Temporay .cont. to perman.cont
Temporat.cont. to temporary.con
(ref. Temp.cont.to unemploymen

Ln(Working hours)
Ln2(Working hours)

Wages

Flexible working hours
Office working hours
Rotating shifts

(ref. work.times decided by
employer)

Training 1 to 3 months
Training 5 to 10 days
(ref. employer offers no training)

Job not in teamwork
Job in varying teamwork
(ref. Job in fixed team)

Job has a fixed routine
Can choose order tasks
(ref. noone controls your work)

Often high speed
Sometimes high speed
(ref. never working at high speed
Often tight deadlines
Sometimes tight deadlines

(ref. never working with tight
dead.)

Have to stop before 65
Early retirement 55
Early retirement 60

(ref. firm has no early retirement
plan)

Loyalty-No-shirking
Constant

Number of Observations

~

Number of Groups

Coeff.
.345
197
-.023
.279
.252

12.43
-1.844

1.127

.083
.156
-.082

.189
155

-.097
-.120

-123
.087

-.253
-.060

-.281
-.087

.226
157
.130

.030
-21.32

1793
360

t-value

3.62
1.95
-0.22
2.63
2.93

5.46
-5.64

17.06

1.08
2.43
-1.34

2.96
2.56

-1.83
-2.29

-2.02
1.36

-4.19
-0.86

-4.33
-1.36

2.52
221
1.69

0.70
-5.36

Coeff. t-value Coeff. t-value Coeff t-value
403 982 317 3.51 .395 13.30
248 547. .184 1.95 .253 8.21
.085 2.51 -.030 -0.32 .057 1.82
.218 6.36 .246 2.60 .229 7.40
279 120. .198 2.51 .280 10.85

7.504 9.92 11.69 5.96 6.35 9.87

-1.136 -10.45 -1.74 -6.17 -.968 -10.46

1.175 53.72 1.118 17.50 1.174 3455.
.145 5.65 .043 00.5 .131 5.49
123 5.61 .130 2.16 .097 4.81
-.068 -3.39 -.098 -1.66 -.070 -3.60
141 6.93 .194 33.3 .111 5.91
.086 4.45 152 2.85 .061 3.53
.054 3.03 -.089 771. .042 2.51
.015 0.84 -111 -2.24 .014 0.87
-.089 -4.44 3%1 -2.57 -117 -6.61
.064 3.09 .071 4 1.2 .050 2.66
-.179 -9.02 -.272 84.7 -173 -9.21
-.013 -0.55 -.044-0.67 -.001 -0.02
-.138 -6.39 -6.25 -4.19 -.108 -5.24
-.031 -1.46 0.074 -1.21 -.030 -1.49
.081 2.62 .195 523 .079 2.81
.220 9.14 .168 2.54 225, 9.97
.210 8.34 .129 1.84 206. 8.92
.130 8.65 0.029 0.68 0.123 8.46
-12.93 -9.80 -18.91 -5.52 .20 -9.10
16791 1793 16791
3386 360 3386

Note : the random effects model also includes Bégmmeasuring gender, age, age squared, levduohton
and dummies for country specific effects.
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