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Abstract 

The paper aims to investigate empirically how employer incentives and peer effects, 

namely productivity spillovers and inequity aversion, affect the relationship between 

employee intrinsic and extrinsic motivation. Bounded rationality in employees means that 

employers struggle to predict the influence of incentives and peer effects on employee 

motivation and they need to be cognisant of the potential to crowd out intrinsic motivation. 

Data was collected from an online survey sent to knowledge workers in South Africa. 

Scenarios were based on the gift exchange game and tested incentives such as base 

pay, bonuses, and sanctions as well as peer effects. This research found a positive 

correlation between intrinsic and extrinsic motivation and therefore contributes 

empirically to research where incentives and motivation act as complements. Monetary 

incentives that are perceived as fair will increase employee motivation and effort. 

Employees are inequity averse and pay discrepancies will significantly reduce 

motivation. Productivity spillovers from peers will increase employee motivation even at 

lower compensation levels. This study contributes empirically to Self-determination 

theory and Behavioural agency theory by investigating the relationship between intrinsic 

and extrinsic motivation.  
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1 Introduction 

Neoclassical economics assumes that agents are rational value maximizers and 

therefore incentives are used to minimize agency costs in organisations (Jensen & 

Meckling, 1976). However, research has shown that agents have bounded rationality 

and that motivation is both intrinsic and extrinsic (Thaler, 2016; Cerasoli, Nicklin, & Ford, 

2014). An employee that is intrinsically motivated will act because they enjoy a task as 

opposed to an extrinsically motivated employee that will act because of external pressure 

such as monetary reward, ego enhancement or self-endorsed goals. The problem facing 

employers is that because employees are not purely motivated by monetary rewards, 

introducing incentives does not always reduce agency cost. Pepper and Gore’s (2015) 

Behavioural agency theory (BAT) aims to better explain the micro-foundations of agency 

theory by focusing on agent performance and motivation. BAT argues that agents “will 

perform if they have the ability (the necessary knowledge, skill, and aptitude), the 

motivation (intrinsic and extrinsic), and the right opportunities (including the necessary 

work structures and business environment)” (Pepper & Gore, 2015, p. 1051). This 

research focused on employee motivation and gaining a deeper understanding of the 

relationship between intrinsic and extrinsic motivation. 

 

Employers need to design compensation packages with motivation in mind because 

incentives can have negative effects on performance (Frey & Jegen, 2001). Incentives 

send signals to employees about appropriate behaviour and can compromise an 

individual’s autonomy (Bowles & Polanía-Reyes, 2012). With the advent of Behavioural 

economics, researchers now recognise the importance of understanding the underlying 

psychological mechanisms that influence individual decision-making. Therefore 

economic literature is building upon well-established psychology theories in order to 

produce richer models. According to Self-determination theory (SDT), a well-established 

psychology theory of human motivation, people have an innate psychological need for 

competence and autonomy (Deci & Ryan, 2000). Monetary incentives and punishment 

that communicate distrust and an attempt to control agents can crowd out intrinsic 

motivation; on the other hand, incentives that communicate positive messages such as 

value and appreciation can crowd in intrinsic motivation (Falk & Kosfeld, 2006). The first 

objective of this research was to investigate empirically the relationship between intrinsic 

and extrinsic motivation as employer incentives change, as there is a growing demand 
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for empirical research in this area (Van den Broeck, Lens, De Witte, & Van Coillie, 2013; 

Gerhart & Fang, 2015; Kuvaas, Buch, Weibel, Dysvik, & Nerstad, 2017). 

 

Furthermore, traditional agency theory does not consider fairness, however, agents will 

become indignant when treated unfairly and will avoid companies that do not treat 

employees fairly (Kahneman, Knetsch, & Thaler, 1986). Agents will retaliate and are 

willing to punish unfair actions even at a cost to themselves and even if they will not 

benefit from it in the future (Fehr & Fischbacher, 2002). Agency theory describes agents 

and principals as “undersocialized” assuming that they act only to maximize their utility 

and are therefore not affected by social relationships (Tomer, 1998; Göbel, Vogel, & 

Weber, 2013). However, agents are inequity averse and care about their pay-offs when 

compared to others even though this might be irrational when there are no material 

spillovers between agents (Gächter, Nosenzo, & Sefton, 2013; Fehr & Schmidt, 1999). 

The second objective of this research was to contribute to the micro-foundations of BAT 

by empirically investigating how an agent’s intrinsic and extrinsic motivation will change 

when peer effects are prevalent.   

 

The practical implications of this research are to assist practitioners in designing 

incentive and compensation packages that will motivate agents effectively and efficiently. 

This research found a positive correlation between intrinsic and extrinsic motivation and 

therefore contributes empirically to research where incentives and motivation act as 

complements. Monetary incentives that are perceived as fair will increase employee 

motivation and effort. Furthermore, employees are inequity averse and pay 

discrepancies will significantly decrease motivation. Finally, productivity spillovers from 

peers increase employee motivation even at lower compensation levels. This article 

commences with the rational for revising traditional Agency Theory, followed by an 

overview of the theoretical base and hypotheses that this research tested in Section 3, 

and finally Section 4 describes the method employed in the study.  

 

2 The need to revisit traditional Agency theory 

An agency relationship is said to occur “between two (or more) parties when one, 

designated as the agent, acts for, on behalf of, or as representative for the other, 

designated the principal, in a particular domain of decision problems” (Ross, 1973, p. 
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134). The agency problem is said to occur when these parties have conflicting interests 

and risk preferences. Jensen and Meckling (1976) posits that because both parties are 

utility maximizers that the agent will not always act in the best interest of the principal. 

Incentives are used by the principal in an attempt to align the agent with their interests.  

Furthermore, it is difficult and expensive for the principal to confirm whether the agent 

has acted appropriately (Eisenhardt, 1989). Agency cost is the “sum of the monitoring 

expenditures by the principal, the bonding expenditures by the agent, and the residual 

loss” (Jensen & Meckling, 1976, p. 310). Monitoring costs are for example management 

costs, bonding costs are the other employment opportunities foregone by the employee, 

and residual costs are the costs of divergence despite monitoring and bonding. 

According to Jensen and Meckling (1976) agency costs depends on laws and how well 

a contract can be written and the assumption is that strong incentives for individuals will 

minimize agency costs. 

 

Figure 1: Agency theory overview 

(Eisenhardt, 1989, p. 59) 
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According to Thaler (2016) the assumptions that define Homo Economicus are as 

follows: 

i. Agents are unbiased in their beliefs and expectations and they are certain about 

their preferences 

ii. Agents always make the best decisions meaning they are very intelligent and 

perfectly informed. They are also very disciplined and only select what is best 

and not what is tempting at a particular moment in time. 

iii. Agents might act altruistically towards close friends and family but they are 

fundamentally motivated by self-interest (p. 1578) 

Therefore, the key underlying assumption of agency theory is that agents are rent-

seeking and rational. Also that their effort and motivation will increase as reward 

increases. However, individuals have bounded rationality which means they deviate from 

the neoclassical model of Homo Economicus. In terms of motivation Homo Economicus 

is described as having no nonpecuniary motivation, however, the Behavioural economic 

man is described as being intrinsically as well as extrinsically motivated. Recently 

economists have become more interested in the behavioural approach to economics in 

order to understanding the actual behaviour of individuals and are steering away from 

traditional normative models. The table below gives an overview of how the more recent 

“Behavioural Economic man” differs from the traditional Homo Economicus (Economic 

man). 

 

Figure 2: Assumptions about the nature of man under positive agency theory and behavioral agency 
theory 

(Pepper & Gore, Behavioral Agency Theory: New Foundations for Theorizing About 

Executive Compensation, 2015, p. 1050) 
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The relationship between the agent and principal is governed by a contract and a firm 

can be seen as a “complex set of contracts, both written and unwritten, between various 

parties” (Pepper & Gore, 2015, p. 1047). One of the main problems of agency contracts 

is that they are incomplete and information is asymmetrical (Eisenhardt, 1989). If 

principals could create complete contracts then there would be no need for incentives in 

order to align the interests of principals and agents.  

 

The hidden cost of reward was initially theorised by Titmuss in 1970 when he argued 

that paying for blood would undermine social values and therefor reduce the amount of 

blood donated (Titmuss, 1970). Since then the theory has been generally accepted and 

there is a significant body of empirical research that has concluded that monetary 

incentives do under certain conditions crowding-out intrinsic motivation (Frey & Jegen, 

2001; Cerasoli, Nicklin, & Ford, 2014; Deci, Koestner, & Ryan, 1999; Frey & Oberholzer-

Gee, 1997). Therefore principals are challenged when trying to design effective and 

efficient incentives for firms that motivate agents and do not crowd out intrinsic motivation 

resulting in decreased levels of effort.  

 

Agency theory is an imperative element of the modern theory of the firm (Roberts, 2004) 

and within the firm managers must coordinate the actions of large groups of people and 

motivate them to complete the necessary work. However, agents deviate from the 

neoclassical model of agency theory. There is a recent trend in economic and 

management research that aims to better predict the reality of decisions and their 

outcomes. Following on from the recent Behavioural theory of the firm (Gavetti, Greve, 

Levinthal, & Ocasio, 2012) an updated model that is also behaviourally grounded was 

developed for agency theory. BAT makes agent performance central to the agency 

model and argues that agent and principal interests can be aligned with proper 

motivation that does not crowd out intrinsic motivation (Pepper & Gore, 2015). The BAT 

is a modern theory of the firm that tries to connect incentives and agent behaviour in 

reality. Pepper and Gore (2015), calls for their model to be empirically tested and the 

purpose of this research was to employ deductive research and contribute to theory 

empirically by testing the intrinsic motivation, extrinsic motivation and inequity aversion 

aspects of Behavioural agency theory. 

 



6 
 

 

Figure 3: Agents' job performance and work motivation cycle 

(Pepper & Gore, 2015, p. 1057) 

 

3 Theory and hypotheses 

3.1 Incentives and its effect on the relationship between intrinsic and 
extrinsic motivation 

The puzzle of human motivation has occupied researchers for many years. From 

McGregor’s polar X and Y theories where managers assume employees either dislike 

work and must be coerced into performing or managers assume employees are internally 

driven and seek out responsibility (McGregor, 1960). To more recent theories such as 

Deci’s Self-determination theory (SDT) and continuum of extrinsic motivation where 

people are motivated by autonomy and competence (Ryan & Deci, 2000; Gagné & Deci, 

2005).  

 

Agents have intrinsic (self-determined behaviours) and extrinsic motivation (control 

determined behaviours) (Deci & Ryan, 1985). Intrinsic motivation is when an agent does 

something because of the inherent satisfaction rather than an external reward. An 

individual acts out of intrinsic motivation when they act because of enjoyment and 

because they find the task interesting, rather than because they were pressured into a 

situation or driven by reward or punishment. Extrinsic motivation is when an agent is 
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motivated by a reward offered by another party such as a principal (pressured 

compliance). Deci and Ryan (1985) created a sub-theory to SDT called Organismic 

Integration Theory (OIT) which includes the continuum of extrinsic motivation (p. 61). 

Extrinsic motivation does not only include financial rewards but also ego enhancement 

from peers or avoiding guilt or shame from peers, self-endorsed goals (for example, 

proving to oneself that one can complete a specific task), and completing tasks because 

it aligns with personal values such as being a good person (Ryan & Deci, 2000).  

Table 1: A taxonomy of human motivation 

Regulatory 

styles 

Amotivation Extrinsic motivation Intrinsic 

motivation 

External 
regulation 

Introjection Identification Integration  

Associated 
process 

Low perceived 

competence. 

Non-

relevance. 

Saliance of 

extrinsic 

rewards or 

punishment. 

Ego 

involvement. 

Focus on 

approval from 

self or others. 

Conscious 

valuing of 

activity. Self-

endorsement of 

goals. 

Hierarchical 

synthesis of 

goals. 

Congruence. 

Interest/ 

Enjoyment. 

Inherent 

satisfaction. 

Perceived 

locus of 
causality 

Impersonal External Somewhat 

external 

Somewhat 

internal 

Internal Internal 

(Ryan & Deci, 2000, p. 61) 

 

On the left of the scale above (Table 1) a person is said to be amotivational, in the middle 

a person passively complies, and on the right a person is said to have active personal 

commitment. The more a person moves to the right of the scale, the more internalisation 

has taken place meaning that there is greater engagement and persistence because this 

person is intrinsically motivated. The external regulation category is the least 

autonomous form of extrinsic motivation, where an individual feels controlled and will 

perform an action just to get a reward. Introjection is where a person will perform an 

action because they want to “avoid guilt or anxiety or to attain ego-enhancements or 

pride” (Ryan & Deci, 2000, p. 62). Identification is a more autonomous form of extrinsic 

motivation because a person has identified the action as personally important. 

Integration is the most autonomous form of extrinsic motivation and is when “identified 

regulations have been fully assimilated to the self (Ryan & Deci, 2000, p. 62)”. This 

happens when an individual has brought the new regulations into congruence with their 

own values and needs. The more an individual internalises the reasons to perform an 

action, the less extrinsically motivated and more self-determined the individual becomes. 

Integrated motivation does share qualities with intrinsic motivation, however, it still falls 
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under extrinsic motivation because tasks are still performed for their instrumental value 

in achieving another outcome, such as receiving a reward (Ryan & Deci, 2000). The 

scale does not necessarily constitute a sequence because a person may move further 

to the left of the scale if their sense of autonomy is undermined.  

 

SDT theorises that all employees have three innate psychological needs, namely 

competence, autonomy, and relatedness (Deci, Olafsen, & Ryan, 2017). An individual 

can be intrinsically motivated by competence when driven to complete a task that they 

are good at. An individual can be intrinsically motivated by autonomy when afforded the 

freedom to decide how they will perform a task because they are trusted and not 

monitored. It is important to note that a person will only feel competent when they have 

autonomy, because they must feel that the source of their competence was self-

determined (internal locus of control).  

 

On the other hand, economists Bowles and Polanía-Reyes (2012) define social 

preferences as “motives such as altruism, reciprocity, intrinsic pleasure in helping others, 

inequity aversion, ethical commitments, and other motives that induce people to help 

others more than would an own-material-payoff maximizing individual” (p. 370).  There 

is a body of research that suggests that these social preferences have an important 

influence on economic behaviour (Fehr & Rockenbach, 2003; Fehr, Gächter, & 

Kirchsteiger, 1997). According to Bowles and Polanía-Reyes (2012), when people work 

they do not just want to receive things, such as monetary rewards, they also want to be 

seen in a specific way by themselves and others. Thus when a compensation offer by 

an employer is perceived negatively, such as an exploitative fine, a person will retaliate 

because they want to be seen as a dignified individual that is treated fairly by others (p. 

418). Therefore, social preferences and incentives can be substitutes or complements 

depending on the signal that the incentive communicates (Bénabou & Tirole, 2003; 

Bowles & Polanía-Reyes, 2012). 

 

Incentives provide information to the agent, for example, that the principal values them 

or that the principal does not trust them or is trying to control them (Falk & Kosfeld, 2006; 

Bowles & Polanía-Reyes, 2012). The relationship between intrinsic and extrinsic 

motivation is theorised to be dynamic and when an incentive is changed there will be a 

trade-off or substitution effect between these two constructs (Pepper & Gore, 2015). 
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Cerasoli et al. (2014) found in their meta-analysis that when incentives were present 

intrinsic motivation had a weaker effect on performance, and that extrinsic motivation 

was a stronger predictor of performance quantity. It must be noted that quality of 

performance falls outside the scope of this study. Incentives and financial rewards can 

have positive, negative or no effect on intrinsic motivation, depending on whether the 

message the incentive communicates supports the employee’s autonomy or comes 

across as controlling (Deci, Olafsen, & Ryan, 2017). Incentives and motivation are said 

to be complements when there is a positive correlation between the two constructs. 

Intrinsic and extrinsic motivation are separate motivational dimensions and can have a 

negative relationship (Kuvaas, Buch, Weibel, Dysvik, & Nerstad, 2017). However, it is 

also important to empirically investigate the circumstances that could result in a positive 

relationship between intrinsic and extrinsic motivation (Gerhart & Fang, 2014) as SDT 

has always maintained that incentives can have differing outcomes on intrinsic 

motivation (Deci, Olafsen, & Ryan, 2017). Therefore, a compensation offer by an 

employer can be perceived as positive and fair which could increase motivation and 

effort, or an offer can be perceived as negative and unfair which could decrease 

motivation and effort. This led to the first hypothesis: 

 

Hypothesis 1. Monetary incentives that are perceived as fair positively influence intrinsic 

and extrinsic motivation. Also, intrinsic and extrinsic motivation correlate positively with 

each other and influence effort positively. 

 

3.2 Peer effects and motivation 

3.2.1 Peer effects’ contribution to microfoundations 

BAT contributes to the microfoundations of agency theory by adding behaviourally 

grounded elements about the individual to the theory. However, it is a misconception that 

microfoundations are exclusively about individuals because this would ignore the 

interaction between individuals. The interactions between individuals are not simply 

additive but are complex, and outcomes are hard to predict when solely looking at the 

basic elements, namely the individual (Barney & Felin, 2013; Göbel, Vogel, & Weber, 

2013). Most individuals work in organisations where they are dependent on others and 

the success of an organisation cannot be directly attributed to one individual. In addition, 

the performance of an individual has positive spillovers on the rest of the organisation 

due to social pressures and pro-social behaviour. Because individuals care about how 
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others see them they will hold themselves accountable to their peers resulting in more 

cooperation and will thus limit free-riding behaviour (Mas & Moretti, 2009). Therefore, 

reducing the BAT to the individual is micro but not microfoundational. The foundations 

portion of microfoundations is important as it “places emphasis on the need to specifically 

understand the unique, interactional, and collective effects that are not only additive but 

also emergent” (Barney & Felin, 2013, p. 2013). This research thus investigated how 

employee intrinsic and extrinsic motivation changed when a peer was introduced.  

 

3.2.2 Cooperation in single shot and repeating games as it relates to employment 

The dominant strategy in a single shot economic game, such as a prisoner’s dilemma 

game, would be to defect; however, contrary to neoclassical agent theory, individuals 

often cooperate in single period games which constitutes a form of altruism because the 

individual is sacrificing gains that they might have taken (Axelrod & Hamilton, 1981). In 

finitely repeated games, research has shown that individuals will conditionally cooperate 

until a threshold round when they believe a game might come to an end and this will 

result in the breakdown of cooperation as predicted by backward induction (Embrey, 

Fréchette, & Yuksel, 2018).  

 

In infinitely repeating economic games an individual that cooperates in the first round 

can be described as a conditional cooperator that is adopting a “nice tit for tat” strategy 

whereby in the following rounds, the conditional cooperator will adopt the strategy of the 

other player (Bowles & Gintis, 2011). Equilibrium is maintained with a trigger strategy 

where a player will only defect when the other player has defected. Trigger strategy is 

associated with folk theorem and describes a strategy whereby players cooperate until 

any deviation from the equilibrium path occurs, which results in the breakdown of 

cooperation and punishment of the defector by other players (Breitmoser, 2015; 

Friedman, 1971). However, folk theorem assumes that players only want to maximise 

pay-offs and this research subscribes to a more evolutionary point of view, such as 

“generous tit-for-tat” whereby the players will stop cooperating if a player cheats but 

would give the defector the opportunity to return to cooperation if the cheater reverts 

(Hilbe, Traulsen, & Sigmund, 2015; Axelrod, 1984). Therefore, permanent employment 

can be seen as infinitely repeating games utilising generous tit for tat cooperation. 
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Research has found that implementing extrinsic incentives such as bonuses or fines 

does lower the pay-offs for the principal (Frey & Jegen, 2001; Deci, Koestner, & Ryan, 

1999; Frey & Oberholzer-Gee, 1997). Fehr and Rockenbach (2003) theorised that 

principals would implement incentives regardless of lower pay-offs because of their 

preferences for strong reciprocity. A strong reciprocator is “willing to sacrifice resources 

for rewarding behaviour that is perceived as kind or fair and for punishing behaviour 

perceived as hostile or unfair, even if reciprocation is costly and provides no present or 

future material benefits whatsoever” (Fehr & Rockenbach, 2003, p. 139). Individuals are 

willing to sacrifice their own pay-offs “in order to cooperate with others, to reward the 

cooperation of others, and to punish free-riding, even when they cannot expect to gain 

from acting this way” (Bowles & Gintis, 2011, p. 20; Fehr & Gächter, 2002).  

 

Consequently, employees will implement a “generous tit for tat” strategy in employment 

and want to cooperate and reward the cooperation of others. Strong reciprocators are 

extrinsically motivated because they cooperate for the future rewards of continued 

cooperation. In the same vein employees build social capital to advance their careers 

(Seibert, Kraimer, & Liden, 2001). Social capital can be defined as “the goodwill that is 

engendered by the fabric of social relations and that can be mobilized to facilitate action” 

(Adler & Kwon, 2002). Social capital reduces the need for formal controls and therefore 

reduces agency cost. It takes mutual cooperation to build social capital and defection by 

a party will destroy the capital built up to that point (Adler & Kwon, 2002, p. 22). When 

defection occurs extrinsic motivation is reduced as future gains can no longer be 

realised. Agents act intrinsically because they are willing to punish even if they will not 

gain from the action in future as they are more concerned with the perceived fairness of 

a situation (Douglas & Phillips, 2016; van der Weele, Kulisa, Kosfeld, & Friebel, 2014; 

Fehr & Gächter, 2000). However, intrinsic motivation according to the measurement 

instrument employed in this study will decrease because once the employee has been 

scorned they no longer enjoy cooperation with the employer. Therefore, when an 

employee is confronted with a situation where the employer has been perceived to defect 

or act unfairly, the employee’s extrinsic motivation will decrease as future rewards from 

cooperation will not be realised. In addition, intrinsic motivation will decrease as 

employees will disengage and reduce work effort as a means to retaliate and punish the 

principal for defecting. 
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3.2.3 Fairness and inequity aversion 

Research by Gächter et al. (2013) found that an agent’s effort choices were influenced 

by the choices of another agent even though there were no material spillovers between 

the two agents. This peer effect deviates from the neoclassical Homo Economicus 

because the agent should act purely out of self-interest. The reasoning behind this 

behaviour is that people are concerned with fairness and they “dislike an inequitable 

distribution of material resources” (Fehr & Fischbacher, 2002, p. C3). A person is said to 

exhibit “social preferences if the person not only cares about the material resources 

allocated to her but also cares about the material resources allocated to relevant 

reference agents” (Fehr & Fischbacher, 2002, p. C2). Research has found a correlation 

between relative income and job satisfaction, whereby payment under the reference 

point leads to job dissatisfaction (Card, Mas, Moretti, & Saez, 2012). Employees were 

also found to give less effort when their wages were lowered compared to a peer (Cohn, 

Fehr , Herrmann, & Schneider, 2014). Furthermore, individuals are inequity averse and 

concerned with distributive justice especially concerning monetary pay or salary (Adams, 

1963; Folger & Konovsky, 1989). Therefore, an unfair situation such as unequal pay will 

be seen as a breach of cooperation and will thus decrease extrinsic motivation. This 

research hypothesises that intrinsic motivation will also decrease as the employee will 

no longer enjoy cooperation with the employer and will punish the employer with lower 

levels of effort. Building on the argument made in Section 3.2.2, accordingly the following 

hypothesis was formulated: 

 

Hypothesis 2. In an unfair scenario involving a pay discrepancy when compared to a 

peer, the employee’s intrinsic and extrinsic motivation will decrease. Also, intrinsic and 

extrinsic motivation will influence effort negatively. 

 

3.2.4 Productivity spillovers 

Recently, researchers have started to investigate peer effects in order to show to what 

extent people are influenced to behave more pro-socially when they are observed by a 

peer. Individuals are said to act pro-socially when they are concerned with acting in a 

way that is considered socially appropriate and they will look to the behaviour of others 

to decide what is considered appropriate in a given situation (Gächter, Nosenzo, & 

Sefton, 2013, p. 549). Research has found a positive and systematic correlation between 
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peer effort levels (Gächter, Nosenzo, & Sefton, 2013; Dahl, Løken, & Mogstad, 2014; 

Cornelissen , Dustmann, & Schönberg , 2017).  

 

Mas and Moretti (2009) deduced from their field experiments that the behaviour could be 

a result of social pressure, pro-social preferences, and knowledge spillovers. Social 

pressure is defined as “encompassing cases where workers have preferences over how 

they are perceived by their co-workers” (Mas & Moretti, 2009, p. 134). Workers lose utility 

when they are observed by peers behaving uncooperatively. Individuals care about how 

their peers perceive them because of “shame, sanctions, or reputational concerns which 

could arise in repeated interactions” (Mas & Moretti, 2009, p. 134). This peer pressure is 

considered extrinsic motivation as it falls in the External regulation category on Ryan and 

Deci’s (2000) continuum of extrinsic motivation. This informs Hypothesis 3, that peer 

pressure will increase extrinsic motivation and increase efforts. Furthermore, intrinsic 

motivation will increase as job demands increase because employees’ autonomy has 

not been compromised and employees want to be seen to cooperate (Van Yperen & 

Hagedoorn, 2003). 

 

Hypothesis 3. Social pressure from a more productive peer increases an agent’s 

extrinsic motivation and intrinsic motivation. Also, intrinsic and extrinsic motivation will 

influence effort positively. 
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4 Research methodology and design 

4.1 Choice of methodology 

BAT (Pepper & Gore, 2015) advocates for the amendment of neoclassical agency theory 

because individuals have bounded rationality which means they deviate from the 

traditional Homo Economicus model. Recently researchers have become more 

interested in understanding the reality of decisions and their outcomes. This research 

was approached from a critical realism philosophy because it was attempting to 

understand reality as it actually exists (Given, 2008). The nature of reality that is not 

immediately apparent (Saunders & Lewis, 2012) overrides the neoclassical agency 

theory predispositions. This research also took an explanatory approach in order to gain 

a deeper understanding of the relationships between intrinsic motivation, extrinsic 

motivation and effort levels as it relates to real behaviour. 

 

Thaler (2016) advocates that behavioural economic theories should abandon inductive 

reasoning that was core to neoclassical theories and rather adopt a deductive approach 

in which hypothesis are based on observations of actual human behaviour. Thaler (2016) 

describes the future of research in economics as evidence-based economics, where the 

discipline should embrace empirical research that is theoretically grounded but not 

restricted by traditional normative models. In this sense Economics should develop 

theory by studying humans rather than economists. Furthermore, Pepper and Gore 

(2015) call for Behavioural agency theory to be empirically tested. Therefor this research 

was deductive and empirical. The literature review produced 3 testable hypothesis 

(Hypothesis 1, 2 and 3) and this research used a structured methodology in order to 

understand the relationships between variables and to contribute empirically to theory 

(Saunders & Lewis, 2012).  

 

A well-established method of data collection in economics is the use of economic games 

such as the prisoner’s dilemma or the gift exchange game. These games simulate 

naturally occurring process and allows researchers to control for certain elements in 

order to understand the underlying mechanisms of decision-making (Plott, 1982). This 

research was based on a two-person and three-person gift exchange game (Gächter, 

Nosenzo, & Sefton, 2013; Charness, Frechette, & Kagel, 2004). A common method 

employed as an alternative to lab experiments is to write vignettes based on economic 
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games and then to ask respondents to self-report responses to these scenarios (Pepper, 

Gosling, & Gore, 2015). 

 

Furthermore, self-report scales are an established methodology used by psychologist to 

measure intrinsic and extrinsic motivation. Self-report scales are used to gather personal 

information that cannot be objectively observed for example an individual’s thoughts or 

feelings (Salkind, 2007). As the selected respondents were in full-time employment it 

may be assumed that they have an informed view of what affects their level of effort and 

motivation in the workplace (Pouliakas & Theodossiou, 2012). Falk & Kosfeld (2006) 

found that self-reported work motivations delivered results consistent with those found in 

lab experiments. Furthermore, a recent study by Kuvaas, Buch, Weibel and Nerstad 

(2017)  used employee questionnaires to measure intrinsic and extrinsic work motivation 

as it relates to work performance. 

 

Therefore this research will implement a multimethod approach by combining a labour 

market scenario (gift exchange vignette) with a self-report scale. Combining these two 

quantitative methods allows for the observation of real behaviour as well as a deeper 

insight into the internal rational for decision-making. A similar multimethod approach was 

implemented by Gächter et al (2013) when they asked individual to self-report on how 

socially appropriate they thought a decision was as part of a computer-based Trilateral 

Gift-Exchange Game (Gächter, Nosenzo, & Sefton, 2013). 

 

Finally, this research will be a cross-sectional study as it aims to identify patterns and 

correlations between variables in a population (Allen, 2017). Although social preferences 

can change over time it falls outside the scope of this research. 

 

4.2 Population 

BAT is a behavioural approach to agency and labour markets that stresses the 

importance of work motivation and agent performance. Pepper and Gore (2015) posits 

that senior executive teams have a major impact on firm performance and they define 

top manager “as the group of very senior executives who are responsible for defining 

and executing a firm’s strategy, who through their actions are capable of affecting the 
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company’s profits, share price, reputation, and market positioning” (Pepper & Gore, 

2015, p. 1050). 

 

Although BAT focuses on top management teams based on the upper echelons 

approach (Hambrick & Mason, 1984), there is more recent research that suggests that 

CEO’s have different levels of impact on company performance in different industries. In 

an industry where the CEO will have little impact on the performance of a company 

changing the CEO incentives will have little effect on the performance of the company 

because no matter what the CEO does it will have little effect on company performance 

(Wasserman, Nohria, & Anand, 2010; Quigley & Hambrick, 2013; Waldman, Ramirez, 

House, & Puranam, 2001).  

 

Furthermore, Henrich, Boyd, Bowles, Camerer, Fehr, Gintis, McElreath (2001) found that 

deviation in behaviour from the neoclassical Homo Economicus could not be explained 

by variation in “individual-level economic and demographic attributes such as sex, age 

or relative wealth” (Henrich, et al., 2001, p. 74). Henrich et al posit the behaviour rather 

points to universal patterns of behaviour (Henrich, et al., 2001).  

 

Therefore this research rather focussed on knowledge workers in South Africa whether 

they were in a managerial position or not as more generalizable patterns of behaviour 

regarding the effects of incentives on all employees was the objective. Finally, a 

knowledge worker can be described as an employee whose job involves developing and 

using information (Drucker, 1999).   

 

4.3 Sampling method and size  

Non-probability purposive sampling was used in this study. Typical case sampling was 

used to illustrate a typical case and was not intended to be definitive (Saunders & Lewis, 

2012). Furthermore, individual-level economic and demographic behaviour such as “sex, 

age, [and] relative wealth” (Henrich, et al., 2001, p. 74) does not explain behaviour. The 

only factors that this study controlled for was knowledge workers in fulltime employment 

in South Africa. Therefore the questionnaire was only sent to knowledge workers in full-

time employment at mostly large corporate institutions. Managers were selected from 
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the author’s professional network and the questionnaire was distributed by them to 

employees working in their corporate institutions.  

 

Regarding sample size for a correlation and repeated measures ANOVA, the research 

will require a minimum of 50 participants plus 8 times the number of independent 

variables. This research has one independent variable namely Compensation and 

therefore a minimum of 58 participants was required.  

 

4.4 Unit of analysis  

As per traditional agency theory and BAT the unit of analysis was the contract between 

principal and agent (Pepper & Gore, 2015; Eisenhardt, 1989). Pepper and Gore (2015) 

models an agent’s performance as a function of their ability, motivation, and opportunity. 

This research specifically focussed on the motivation aspect of agent’s performance. 

 

The agent-principal contract must be both effective and efficient when taking into account 

the bounded rationality of agents. Contrary to neoclassical agency theory, ambitious 

incentives are not always an efficient and effective way of motivating agents. A contract 

is efficient when it “causes inputs to be minimized for a given set of outputs or outputs 

maximized for a given set of inputs” (Pepper & Gore, 2015, p. 1049). A contract is 

effective when “it is capable of achieving its intended objectives” (Pepper & Gore, 2015, 

p. 1050). 

 

4.5 Measurement instrument  

4.5.1 Research model 

The research model below was tested and is based on Pepper and Gore’s (2015) model 

of “Agent’s job performance and Work motivation cycle” (p. 1057). However, this 

research focussed on how intrinsic and extrinsic motivation relates to agent’s total 

motivation and agent’s job performance. The other aspects theorised by Pepper and 

Gore (2015) to influence agent’s motivation such as time discounting and goal setting 

etc. falls outside the scope of this study. 
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Figure 4: Research model 

 

4.5.2 Economic compensation and agent’s actual effort 

BAT defines compensation as “the sum of all incentives and rewards, pecuniary and 

nonpecuniary, arising from the agency relationship” (Pepper & Gore, 2015, p. 1053). 

Economic compensation was measured in order to draw participants’ attention to 

opportunities foregone. When employees decide to give more effort at work and increase 

hours spent at the office they are sacrificing time with their family or time that could have 

been spent studying or working at another job. In each of the six labour market scenarios 

(See section 4.5.3.1) participants were offered a set wage and incentives that varied per 

scenario. Participants were required to select a level of effort given the scenario and 

because effort was costly to participants it would reduce their economic income. Please 

see Table 2 for agent’s effort cost function (Fehr & Schmidt, 2007, p. 178).  

Table 2: Agent's effort cost function 

e 1 2 3 4 5 6 7 8 9 10 

c(e) 0 1 2 4 6 8 10 13 16 20 

 

The formula used to calculate agent income was as follows (Fehr & Schmidt, 2007):  

(1) Income = Wage – Cost of effort + Bonus, if actual effort delivered matched or is 

above effort demanded 

(2) Income = Wage – Cost of effort + Bonus – Wage deduction, if actual effort 

delivered is below effort demanded 
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Throughout the questionnaire participants were reminded that effort is costly to them and 

that they should consult the agent’s cost effort function table when selecting their level 

of effort and when calculating their income.  

 

4.5.3 Job performance (actual effort) measure 

The gift exchange game models an “experimental labour market” and investigates how 

incentives in incomplete employment contracts interact with agent’s cooperation (Fehr, 

Gächter, & Kirchsteiger, 1997). In short, a group of individuals are divided into two groups 

where one set of subjects are the employers and another set are the employees. The 

employer sets a contract that specifies a wage and a desired amount of effort. The 

employee who agrees to the terms receive the wage and supplies a level of effort that 

does not have to be the level of effort stated in the contract. The pay-offs to employees 

are subject to an increasing cost of effort function (opportunity cost as discussed above). 

The gift exchange game was also selected because it was described by Bowles & 

Polanía-Reyes (2012) as an experiment that investigates the information mechanism 

that can result in crowding out of intrinsic motivation (Please see Figure 5).   

 

 

Figure 5: Gift exchange game 

(Bowles & Polanía-Reyes, 2012, p. 391) 

 

4.5.3.1 Labour market scenarios 

The labour market scenarios which participants were asked to respond to in this study 

are based on the gift exchange game (Fehr, Kirchsteiger , & Riedl , 1993; Charness, 

Frechette, & Kagel, 2004). Simulating a gift exchange game gave the researchers the 
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ability to simulate how employees would react to incomplete employment contracts while 

at the same time allowing control over factors that could influence respondents’ 

motivation such as incentives and peer effects. The gift exchange scenarios were 

specifically framed as employment offers, as participants would not see employment as 

a one shot-game meaning that respondents would be more likely to cooperate and 

responses would more closely mimic participants’ behaviour in the workplace.  In each 

scenario the principal offer was controlled in order to gain deeper insight into participants’ 

reactions to that particular scenario and how the scenario affected their intrinsic and 

extrinsic motivation. In each scenario one element was changed, such as effort level 

demanded, incentives offered or peer interactions, in order to isolate the mechanism that 

could influence results. The study deliberately avoided using monetary amounts as the 

significance of these amounts would differ substantially for respondents given their 

financial standing, which could skew results. A points system was used with low numbers 

to make the calculations easily accessible to participants. Participants could select a 

level of effort between 1 and 10 that was associated with an opportunity cost (see Table 

2: Agent’s effort cost function). Furthermore, because the wage offered to the 

participants in the different scenarios remained the same, it became the reference point 

and an effective mechanism to control for bias in terms of differences in participant 

earnings. Each scenario built on the next in terms of the use of control and explicit 

incentives. Intrinsic motivation increases or decreases in these scenarios, depending on 

whether the participant experiences the incentive to communicate positive or negative 

impressions of themselves and their work. 

 

In the last two scenarios a peer was introduced to study the effect of peers on motivation 

compared to other monetary incentives. Gächter, Nosenzo, & Sefton (2013) also used a 

computer based three-person gift-exchange game to test social preferences and peer 

effects. 

 

4.5.3.1.1 Labour market scenario 1 

An employer offers you a fixed wage of 20 points and demands an effort level of 4. Effort 

is costly to you. Please select a level of actual effort that you deem appropriate given the 

scenario. (See Table 1.)1 

                                                
1 This phrase was repeated after each scenario and for brevity has been omitted from the 
discussion when reporting the scenarios: “Effort is costly to you. Please select a level of actual 
effort that you deem appropriate given the scenario. (See Table 1.)” 
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The first scenario in this study was used to establish a fair level of effort because it is 

perceived as not costing more in points than the level of effort. Moreover, it cost the 

employee 20% of their salary which is comparable to a tax rate and would not be seen 

as an unfair deduction. If the participant delivered the level of effort demanded, their 

income would be calculated as follows: Income = 20 points (wage) – 4 points (cost of 

effort) = 16 points. As there is no bonus or wage deduction included in this scenario 

these terms are equal to zero. This scenario forms a baseline from which the change in 

intrinsic, extrinsic and total motivation can be measured. 

 

4.5.3.1.2 Labour market scenario 2 

An employer offers you a fixed wage of 20 points and demands an effort level of 6.  

This scenario was created to be slightly unfair because the level of effort demanded is 

perceived as costing more in points than the level of effort. The participant therefore 

makes less economic income than in scenario 1 if they deliver the level of effort 

demanded. The unfair scenario should reduce intrinsic and extrinsic motivation.  

 

4.5.3.1.3 Labour market scenario 3 

An employer offers you a fixed wage of 20 points and demands an effort level of 6. The 

employer also offers you a bonus of 10 points if you deliver an actual effort level of 6.  

A bonus reward was offered in this scenario if the participant selected the level of effort 

demanded. If participants saw the reward as controlling it should crowd out intrinsic 

motivation; if they did not see the reward as controlling it would increase intrinsic and 

extrinsic motivation (Ryan & Deci, 2000). The 50% increase in economic income should 

increase extrinsic motivation significantly. 

 

4.5.1 Labour market scenario 4 

An employer offers you a fixed wage of 20 points and demands an effort level of 6. The 

employer also offers you a bonus of 10 points if you deliver an actual effort level of 6. 

However, there is a 33% chance that the employer will add a wage deduction of 6 points 

if you do not deliver an actual effort level of 6. 

This offer included a sanction or wage deduction if the participant did not deliver the level 

of effort demanded. There was a 33% chance that the wage deduction would be applied 

because of asymmetrical information. In this scenario expectancy comes into play 
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because the participant must make a decision about whether or not they believe the 

wage deduction will be imposed (Steel & König, 2006). As per Prospect theory 

(Kahneman & Tversky, 1979) people overweigh low-probability events and 

underestimate high-probability events. This offer is the most controlling scenario 

included in this study and the prediction is that this will reduce intrinsic and increase 

extrinsic motivation.  

 

4.5.1.1.1 Labour market scenario 5 

You and a colleague work in the same department and you both do the same job. Your 

employer decides to pay you 20 points and your colleague 20 points. Your employer 

demands an effort level of 4 from each of you. Your colleague selected an actual effort 

level of 6. 

Productivity spillovers from peers were tested in this scenario (Mas & Moretti, 2009; 

Cornelissen , Dustmann, & Schönberg , 2017). The participant received exactly the same 

offer as in scenario 1, however, a peer was introduced that gave a higher level of effort 

for the same wage. The level of effort delivered by the peer is the same as was 

demanded from the participant in scenario 2. In scenario 2 this level of effort could be 

perceived as unfair, however, introducing a peer that works at that level could be seen 

as competition and could increase intrinsic and extrinsic motivation.  

 

4.5.1.1.2 Labour market scenario 6 

You and a colleague work in the same department and you both do the same job. Your 

employer decides to pay you 20 points and your colleague 40 points. Your employer 

demands an effort level of 4 from each of you. Your colleague selected an actual effort 

level of 6. 

The scenario tested inequity aversion because a peer will become dissatisfied and 

demotivated with their compensation if a peer doing the same job receives a higher 

salary (Pepper & Gore, 2015; Cohn, Fehr , Herrmann, & Schneider, 2014; Card, Mas, 

Moretti, & Saez, 2012). As this situation is very unfair it should reduce intrinsic and 

extrinsic motivation. 
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4.5.1.1.3 Labour market scenarios summary table 

Table 3: Summary table of elements tested per scenario 

Scenario Monetary incentives Compensation fairness 
regarding effort level 

demanded 

 Peer effects 

Base pay Bonus Sanction Fair Unfair Productivity 
spillover 

Inequity 
aversion 

1 X   X    

2 X    X   

3 X X  X    

4 X X X X    

5 X   X  X  

6 X   X   X 

 

 

4.6 Measures for intrinsic and extrinsic motivation 

Intrinsic and extrinsic motivation were measured using the Multidimensional work 

motivation scale (MWMS) (Gagné, et al., 2015). This measure was selected because it 

is based on Deci’s (1985) SDT theory and aims to measure motivation in a work context.  

Gagné and Deci (2005) also collaborated on research that related SDT to work 

motivation which shows that Gagné could be considered an expert in the field alongside 

Deci. Furthermore, studies that have used the scale have produced results largely 

consistent with SDT (Deci, Olafsen, & Ryan, 2017).  

 

Questions relating to amotivation were not used as they do not form part of the constructs 

this study aims to investigate. A limitation of using the MWMS is that it does not include 

an integrated regulation subscale because the authors could not statistically separate it 

from identification and intrinsic motivation, however, to date no research has found that 

integration accounts for additional variance in results after including identification or 

intrinsic motivation (Gagné, et al., 2015). 

Items were scored on a 7 point Likert scale ranging from 1 (not at all) to 7 (completely). 

Gächter et al (2013) adapted the Gift exchange game in order to investigate peer effects 
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and created a Trilateral Gift-Exchange Game. In the second part of their game they 

introduced a self-report scale where agents had to report how socially acceptable they 

thought an action was which is similar to the treatment this research employed with the 

multidimensional work motivation scale.  

Participants were asked to reflect on the actual level of effort that they selected and then 

to complete the questions below. Questions were prefaced with: I selected the actual 

level of effort... 

Extrinsic regulation – social 

Ext-Soc1 To get others' approval (e.g. supervisor, colleagues, family, clients, etc.) 

Ext Soc2 Because others will respect me more (e.g. supervisor, colleagues, family, clients, etc.) 

Ext-Soc3 To avoid being criticized by others (e.g. supervisor, colleagues, family, clients, etc.) 

Extrinsic regulation – material 

Ext-Mat1 Because others will reward me financially only if I put enough effort in my job. 

Ext-Mat2 Because others offer me greater job security if I put enough effort in my job. 

Ext-Mat3 Because I risk losing my job if I don't put enough effort in it. 

Introjected regulation 

Introj1 Because I have to prove to myself that I can. 

Introj2 Because it makes me feel proud of myself. 

Introj3 Because otherwise I will feel ashamed of myself. 

Introj4 Because otherwise I will feel bad about myself. 

Identified regulation 

Ident1 Because I personally consider it important to put efforts in this job. 

Ident2 Because putting efforts in this job aligns with my personal values. 

Ident3 Because putting efforts in this job has personal significance to me. 

Intrinsic motivation 

Intrin1 Because I have fun doing my job. 

Intrin2 Because what I do in my work is exciting. 

Intrin3 Because the work I do is interesting. 

The scale is 1 = "not at all", 2 = "very little", 3= "a little", 4 = "moderately", 5 = "strongly", 

6 = "very strongly", 7 = "completely". (Gagné, et al., 2015, p. 196) 
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4.6.1.1 Summary of measures 
Construct Type of 

variable 
Variable 
dependence 

Measurement instrument Field name in raw 
data 

Compensation Continuous 

data 

Independent 

variable 

Economic income 

calculated using income 

offered and agent cost 

function table. 

CompEarned 

Extrinsic 

motivation 

[Comprising of 

External 

regulation 

(material), 

External 

regulation 

(social), 

Introjection, 

Identification] 

Ordinal 

data 

Dependent 

variable 

MWMS External regulation 

material = Ext-Mat1, 

Ext-Mat2, Ext-Mat3. 

External regulation 

social = Ext-Soc1, 

Ext-Soc2, Ext-Soc3. 

Introjection = Introj1, 

Introj2, Introj3, 

Introj4. 

Identification = 

Ident1, Ident2, 

Ident3. 

Intrinsic 

motivation 

Ordinal 

data 

Dependent 

variable 

MWMS Intrin1 Intrin2 Intrin3. 

Actual 

effort/Agent's job 

performance 

Ordinal 

data 

Dependent 

variable 

Self-report effort on a scale 

of 1-10 (effort is costly to 

agents) 

ActualEffort 

 

4.6.1.2 Pilot study 

A pilot study was conducted to make sure that all the instructions were clear and that 

participants understood what was expected of them. Based on the feedback a video was 

created to explain to participants how the survey should be approached. A link to the 

video is available in Appendix A. The pilot study also gave an indication of how long 

participants would take to complete the questionnaire which was roughly 30 minutes. 

 

4.7 Validity and Reliability 

Validity refers to “the extent to which a measure can be shown to measure what it 

purports or intends to measure” (Cramer & Howitt, 2004). This research is mostly 

concerned with predictive validity whereby a “variable predicts or is related to another 

variable which is measured subsequently” (Cramer & Howitt, 2004).  
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Confirmatory factor analysis and corresponding goodness of fit indices were used to 

establish reliability and validity of the scales (Hu & Bentler, 1999). Cronbach’s alpha was 

used to measure the MWMS’ internal consistency and whether the scale is internally 

reliable. A Cronbach alpha above 0.7 was considered acceptable (Nunnally & Bernstein, 

1994). Construct convergence was validated with statistically significant factor loadings 

on all items and R-squared values above 0.3 (Gerbing & Anderson, 1988). Also, 

Composite reliability (CR), Average variance extracted (AVE) and Maximum shared 

variance (MSV) were calculated using James Gaskin’s master validity stats tool (2016). 

Regarding reliability a CR score above 0.7 was deemed acceptable (Hair, Black, Babin, 

& Anderson, 2010). In terms of convergent validity an AVE score above 0.5 was 

accepted and finally for discriminate validity MSV was required to be smaller than AVE 

(Hair, Black, Babin, & Anderson, 2010). 

Furthermore, the labour market scenarios or experimental vignettes were based on 

established protocols for the gift exchange games and an email questionnaire meant that 

the validity risk of social‐desirability response could be mitigated (King & Bruner, 2000). 

 

4.8 Data gathering process 

A web-based questionnaire was created using Google forms. The link was emailed to 

contacts in the author’s professional network as well as colleagues in the GIBS MBA 

class. These managers then distributed the link to other employees in their corporate 

institutions. The link was only sent to knowledge workers in full-time employment at 

corporate institutions in South Africa. Considering the limited timespan to complete this 

research sending the questionnaire via email meant that data could be collected quickly 

(Schaefer & Dillman, 1998). 

 

4.9 Analysis approach  

The unit of analysis is the contract between principal and agent. A contract must be 

efficient, i.e. produce maximum results from minimum inputs, and effective, i.e. achieve 

the desired objectives (Pepper & Gore, 2015). More specific to this research, an 

employer aims to achieve the maximum level of motivation from their employees at 

minimum cost and does not want incentives to crowd out intrinsic motivation.  
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The data was analysed in two stages. Firstly, a Confirmatory factor analysis (CFA) was 

performed using EQS 6.4 for Windows in order to validate the factor structure of the 

MWMS measurement instrument and to determine the loadings on the latent variables 

(Lewis-Beck, Bryman, & Liao , 2004). In order to assess reliability and validity the 

Composite reliability (CR), Average variance extracted (AVE) and Maximum shared 

variance (MSV) (Hair, Black, Babin, & Anderson, 2010) were calculated using James 

Gaskin’s master validity stats tool (2016). Furthermore, the labour market scenarios were 

based on established gift exchange protocols and the questionnaire used is based on 

an established model which assisted in building validity and reliability.  

Secondly, inferential statistics were performed using IBM SPSS Statistics version 25 to 

test the hypotheses and to describe the relationships between variables. Correlations 

and regressions were calculated to test the relationships between constructs and to test 

the effectiveness of incentives and peer effects in terms of influencing motivation and 

actual effort (performance of employees). Additionally, a repeated measures ANOVA 

was performed as this was a within-subjects design, and the aim was to determine 

whether or not there was a significant difference in motivation levels given the different 

scenarios, and to compare and contrast the resulting motivation from each of the 

scenarios. Furthermore, the study tested the same dependent variables using the same 

measurement instrument with the same subjects but considering different scenarios. 

Therefore, the repeated measures ANOVA that measures the effect size per subject 

effectively mitigates inflated results that could be caused by common method bias using 

other statistical tests (Podsakoff, MacKenzie, Lee, & Podsakoff, 2003).  

 

4.10 Limitations 

This research employed non-probability sampling and the sample was reasonably small 

although still large enough to produce statistically significant results. However, this 

means that the sample does not statistically represent the population of knowledge 

workers in South Africa. Many of the respondents have MBA qualifications and are senior 

managers which will skew the results. The aim of the sample is not to be definitive but 

rather to demonstrate a typical case. Replication studies will be required to make results 

more generalizable. Furthermore, future research could perhaps investigate the effects 

of incentives and peers on blue-collar workers to investigate whether the results might 

be any different. 
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Some researchers argue that field experiments are more representative of the real world 

and will be more accurate when observing behaviour. However, an online questionnaire 

allows for a greater level of control in terms of isolating underlying mechanisms of 

decision-making and the findings should be further investigated by other researchers. 

Future research could investigate the incentives applied in each scenario in field 

experiments and gather more data on perceived fairness and desire to compete for future 

gains.  

Furthermore, individuals’ willingness to cooperate with each other and their desire for 

autonomy are also influenced by macro factors such as cultural norms and sub-cultures 

(Henrich, et al., 2001; Deci, Olafsen, & Ryan, 2017), however, this falls outside the scope 

of this research. Future research could investigate the same constructs employed in this 

study but in different national, community and firm cultures. 

The nature of work done for example creative, complex or repetitive, fell outside the 

scope of this study and future research could empirically investigate how incentives and 

peer effects affect intrinsic and extrinsic motivation as the nature of work differs. Also, 

the rate of motivation attrition and the ability to rebuild motivation after defection as in 

generous tit for tat could be further investigated. 

Finally, the other factors that influence agent motivation according to BAT (Pepper & 

Gore, 2015, p. 1057) such as Loss, risk & uncertainty aversion, Time discounting and 

Goal setting, contracting and monitoring fall outside the scope of this research but does 

warrant further empirical research.  
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6 Appendix A: Decision-making questionnaire 

The following questionnaire that was created using Google forms was sent to 

respondents. Respondents are presented with 6 labour market scenarios and after each 

scenario respondents are asked to reflect on their effort selection and then to complete 

the Multidimensional Work Motivation Scale (MWMS) (Gagné, et al., 2015, p. 196) which 

measures their intrinsic and extrinsic motivation. For brevity the MWMS scale is only 

listed once after the first labour market scenario. 

6.1 Questionnaire pre-amble 
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The survey explanatory video is available at this link 
https://www.youtube.com/watch?v=aU2tOgx59v0 
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6.2 Labour market scenario 1 
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6.3 Labour market Scenario 2 
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For brevity the MWMS scale is only listed once after the first labour market scenario. 

6.4 Labour market Scenario 3 
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For brevity the MWMS scale is only listed once after the first labour market scenario. 

6.5 Labour market Scenario 4 

 



50 
 

 



51 
 

 

For brevity the MWMS scale is only listed once after the first labour market scenario. 

6.6 Labour market Scenario 5 
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For brevity the MWMS scale is only listed once after the first labour market scenario. 

6.7 Labour market Scenario 6 
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For brevity the MWMS scale is only listed once after the first labour market scenario. 
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7 Appendix B: Author guidelines 

The author guidelines for the Journal of Economic Psychology that is published by 

Elsevier can be found on the journal website here: 

https://www.elsevier.com/journals/journal-of-economic-psychology/0167-

4870?generatepdf=true.  
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8 Appendix C: Example article from the Journal of Economic 

Psychology 

The journal article below is available on the journal website here: 

https://doi.org/10.1016/j.joep.2017.05.004 
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