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Abstract 
 
Many societies report an increasingly divergent development of managers’ salaries compared to 
that of their workforce. Moreover, there is often a lack in diversity amongst managerial boards. 
We investigate the role of managers’ gender and incentive scheme on wages chosen for workers 
by conducting two experimental studies. The data reveal male managers respond in more self-
oriented ways to their incentive scheme. Further, we find that experience with the workers’ task 
can increase appreciation of workers. Effects are strongest when the managers’ compensation 
scheme rules out self-orientation. Overall, female managers display more consistency in choosing 
adequate wages for workers, i.e. their choices are less affected by incentives. An increase in 
diversity may thus help reducing salary disparities and foster work atmosphere. 
JEL-Codes: D010, J160. 
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1 Introduction

“Surely no sensible person would say that management is not an art”, writes

Henry M. Boettinger, director of corporate planning at AT&T in 1975 in Har-

vard Business Review (Boettinger, 1975). More recently, however, it has been

criticized that the training at business schools may foster ruthless behavior and

greed in managers (The Guardian, 2017b). Selfishness in managers has also

been addressed as a reason behind the VW emissions scandal in 2015 (New York

Times, 2015b; New York Times Letters, 2015). Legislation has tried to curb self-

ish behavior in CEOs, e.g. by enforcing disclosure of CEO-workforce gaps in the

US (The Guardian, 2015a). Nevertheless, there is still a vibrant public debate

about setting rigid boundaries to CEO earnings (The Economist, 2014; New York

Times, 2015a; Economic Policy Institute, 2020). There is evidence that managers

with stronger prosocial preferences can have positive effects on both their work-

ers and shareholders’ revenues (Kajackaite and Sliwka, 2020). Still, it has been

argued that managers at the top hierarchy level, if having the opportunity, may

try to maximize own salaries, and that employees may directly or indirectly suffer

from this (The Guardian, 2017a; New York Times, 2019).

Alongside this public discourse about ethics, greed and morality in business,

the number of women in management positions is steadily growing, though over-

all numbers are still low in many sectors (compare e.g. the share of females on

boards in OECD countries (OECD, 2017)). Many reasons and policy approaches

for this have been discussed (see, e.g. Francois (1998); De Paola et al. (2010);

Castillo et al. (2013)). Literature from economics and psychology suggests women

may be more morally inclined than men. In survey studies, a gender effect does

not always exist, yet when it does, it is typically in favor of women (Bednar and

Gicheva, 2014; Deckers et al., 2016; O’Fallon and Butterfield, 2005; Loe et al.,

2000). Thus, increasing gender diversity in management may bear potential for

the well-being of dependent workers and work atmosphere. With an overall still

moderate number of females in management positions, it is of course difficult to

assess the influence of female leaders. Yet there is at least some evidence that

female managers have a positive effect on work atmosphere and wages paid to
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employees (Matsa and Miller, 2013; Melero, 2011). In these studies, however, the

question of causality remains unanswered.

Therefore, in two gender-controlled experimental studies, we explore the in-

fluence of incentive schemes, manager’s gender and work experience on appre-

ciation of workers, reflected in wages chosen. Subjects are randomized into the

roles of managers or workers. While workers spend an hour constructing and de-

constructing pens, an arguably tedious task, managers decide over the workers’

compensations. We vary managers’ personal incentives, notably, whether they

can maximize their own earnings or not, as well as their experience with the

workers’ task across treatments.

This results in the four following treatments. In Baseline, managers decide

what they consider an adequate compensation for workers, up to a maximum

amount. All money not awarded to the worker stays with the university and is

used for further research projects. In the Self treatment, managers are faced with

the same task but can keep all money not spent on their worker’s compensation

for themselves. Two additional treatments, ExpBaseline and ExpSelf, are similar,

respectively, except that managers acquire some work experience prior to their de-

cisions on workers’ compensations. Managers construct and deconstruct one pen

themselves before choosing an adequate compensation for the workers. Next to

treatment effects, we focus on the interaction of treatment and manager’s gender.

Our main findings are as follows: Incentive schemes matter. Workers’ com-

pensations in Self are lower than in Baseline. This happens even though com-

pensation in Baseline is already moderate compared to the local minimum wage.

Comparing Baseline to Self, female managers show a more consistent choice of

compensations than their male counterparts, showing a smaller effect of the un-

derlying incentives. Both of these results are replicated in the respective treat-

ments with experience (ExpBaseline and ExpSelf ).

Work experience significantly increases compensation overall. However, this

increase is mainly driven by higher compensations paid in ExpBaseline, where
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high compensations for workers do not reduce managers’ earnings. In contrast,

compensations in the respective Self treatments remain at a low level, no matter

whether managers are more or less familiar with the workers’ task.

Additionally, we measure workers’ beliefs on adequate compensations for the

task, as well as what they expect managers to choose in their treatment. Workers’

perceptions of an adequate compensation is stable across treatments. Anticipat-

ing the behavior of others, or own behavior in a different situation or emotional

state, can be difficult (compare e.g. Van Boven and Loewenstein (2005) and the

references therein). Our data reveal that nevertheless, workers are aware that

managers’ incentive schemes will impact their wage choices.

It has been argued that experience with the tasks workers have to do may

help managers to create a more suitable work atmosphere (Louis, 1980; Dienesch

and Liden, 1986). In the hotel and tourism sector, for example, it is widespread

practice that an apprenticeship (that can also aim for higher management levels),

starts with hands-on work as a dishwasher in the kitchen or as a concierge (Nebel

et al., 1995; Bureau of Labor Statistics, 2017). In other industries, managers also

work at lower levels to get a feel for the tasks and challenges first hand, including

managers at Tesco (The Guardian, 2014) and Morrisons (The Guardian, 2015b).

United Parcel Service highly values personal experience of leaders and managers

with tasks like sorting packages or driving a package car. When hiring from

within, such experience is a must. For newcomers, special hands-on trainings are

in place (Cohen and Prusak, 2001). Our results show, however, that the impact

of experience is limited when it comes to a costly appreciation of workers.

This paper contributes to the literature on gender differences in ethical deci-

sion making. So far, most studies rely on questionnaires and hypothetical sce-

narios (see e.g. O’Fallon and Butterfield (2005) for an overview), also when it

comes to managers (e.g. Melero (2011)). This line of research suggests females

behave in more ethical ways. In the economic experimental literature, a survey

study by Croson and Gneezy (2009) reports similar findings when it comes to

altruistic behavior. Further, males lie more often to secure a monetary gain than
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females (Dreber and Johannesson, 2008). This is also observed in group behavior

(Muehlheusser et al., 2015) and in competition (Conrads et al., 2014). However,

males prove very generous and moral if it does not lead to economic disadvantage

for themselves (Andreoni and Vesterlund, 2001). Our results are in line with this.

To the best of our knowledge, no economic study so far has considered the

impact of own work experience on the appreciation for others carrying out similar

work. The data shows that such experience in managers can increase wages cho-

sen for workers. Effects are strongest when higher wages don’t have a negative

effect on the managers’ payoff. In contrast, especially male managers stay rather

self-oriented when they weigh workers’ wages against their own. Experience with

the workers’ task does not reduce this self-orientation.

One may argue that also in dictator games, many subjects give considerably

less to the other party than what they take for themselves (see Engel (2011) for

a survey). In fact, dictators who give about 30 percent of the total are often

classified as “rather altruistic” (Neumann et al., 2018). In these games, the sit-

uation is typically symmetric across dictator and recipient, only decision power

is asymmetric. In contrast, in our setting, workers have to carry out a tedious

task that managers know takes about an hour to complete, while managers only

decide about wages and can leave the premises of the study much faster. Nev-

ertheless, on average, managers cash in a lot more of the overall “pie”, if they can.

Possible reasons for female under-representation in higher management posi-

tions are manifold. It has been argued that males may compete too much, while

females may compete too little (e.g. Niederle and Vesterlund (2011); Buser et al.

(2014); Buser (2016))1. This difference in willingness to compete is reported to

be driven by, among other factors, differing distributional preferences (Balafoutas

et al., 2012). Other reasons include taste-based discrimination (Becker, 1971),

statistical discrimination (Phelps, 1972; Arrow, 1973), and discrimination from

biased beliefs (Albrecht et al., 2013; Bohren et al., 2019, 2020; Coffman et al.,

1Research on children reveals this may also depend on the task, see Dreber et al. (2011,
2014)
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2021). Furthermore, women are reported to be less self-promoting which stems

from a lesser subjective evaluation of their own performance (Exley and Kessler,

2019). It has also been documented that competitive environments can enhance

sabotage (Chowdhury and Gürtler, 2015; Harbring and Irlenbusch, 2011), and

that females may engage less in sabotaging others than males (Dato and Nieken,

2014, 2020). No matter why less females may end up in top management, our

studies suggest that appreciation of workers may suffer from a lack of diversity

in management positions.

2 Experimental Design and Hypotheses

In our experiments, subjects are randomized into the roles of managers and work-

ers. In all treatments, managers decide independently over the compensation (or

wage) of one worker. Managers know that their worker has to work on a tedious

task: the complete assembly of 100 pens and the complete disassembly of another

100 pens. The working task is described in the instructions2 and illustrated with

two pictures of the materials workers use (pens and sorting boxes, compare Fig-

ure 1). Managers further know that the completion of the task requires about

one hour of working time and that workers will be paid only after completion

of the task. Also, the manager’s payoff does not hinge on the worker actually

finishing the task. In all treatments, managers are asked to decide over what

they consider the adequate compensation for their worker. Compensation can be

set in 30 cents steps ranging from 0 to 21 euro.

We run two studies. In the first study, we vary gender of managers and in-

centive structure. Every manager makes exactly one decision, namely setting

the wage for one worker. In the Baseline treatment, managers decide over an

adequate compensation facing the trade-off towards a common public interest

(funding non-related research). They are asked to allocate the total amount of

21 euro according to what they consider the adequate compensation for the work-

2Instructions are provided in the appendix, section A.4.
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ers, knowing that the rest of the money goes to the university’s research budget

and will be used for other research purposes.

Figure 1: Working materials as depicted in managers’ instructions. The
first photo shows one assembled and one disassembled pen. The second photo shows

the sorting boxes workers work with during the task.

In the Self treatment, in contrast, managers weigh their own interest against

that of a worker. They decide how much the worker should receive as an adequate

compensation, knowing they will keep the rest to themselves. Here, managers’

self-interest should play an important role and influence how compensations for

workers are chosen. Depending on company size, owners acting as mangers may

face a trade-off of this kind. In larger companies, managers may rather have to

compare different important interests. This may fit better to the Baseline treat-

ment.

Our design removes all monetary incentives for managers to motivate their

workers with a high compensation. Thus, we can focus on their distributional
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preferences. Managers know that the situation is very asymmetric: Workers have

to work on the task for about an hour, whereas managers do not face the real-

effort task. Accordingly, managers have a much lower time investment.

Next to treatment effects, we focus on the role of gender in managers. There-

fore, we run a gender-controlled study. We invited similar numbers of males and

females to each session. Interaction between an experimenter, who was blind

about the hypotheses of the study, and participants was reduced to an absolute

minimum. We further kept the gender of the experimenter constant over all ses-

sions.

As we observe rather low wages being chosen in our first study, especially by

male managers, we conduct a second study to explore a channel which might raise

workers’ wages. We investigate if managers choose higher compensations when

they know the workers’ task from own experience. Therefore, in the second study,

managers gain personal experience with the working task in two new treatments:

ExpBaseline and ExpSelf. Managers completely assemble and disassemble one

pen each, before they determine what they consider an adequate compensation

for workers. Incentives are identical to the corresponding prior treatments from

the main study, Baseline and Self, respectively. We further conduct an additional

control treatment to make sure that the sole presence of working materials does

not cause a change in perception of the working task. For details and results, see

appendix section A.2. Similar to the first study, we conduct the second study in

a gender-controlled way.

2.1 Details of the studies

A total of 500 participants take part. Participants are recruited from a mixed stu-

dent subject pool using ORSEE (Greiner, 2015) and HROOT (Bock et al., 2014)

in a gender-controlled manner. They are randomized into the roles of worker or

manager. For further details, see appendix section A.1.
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All participants receive a show-up fee of 5 euro. At the beginning of each

session, workers receive information about their working task and the decision

their respective manager faces. They are informed that they get to know and

receive their wage after they complete the working task which lasts about one

hour. Before they start their work, they fill in a short, mostly socio-demographic

questionnaire. In addition, they indicate what they consider an adequate com-

pensation for their work as well as what actual compensation they anticipate

from their manager. Depending on managers’ decisions, workers receive between

0 and 21 euro for their work. Workers stay about 75 minutes in the lab.

Managers do not have to complete the workers’ task. After they decide upon

workers’ wages, they are asked to complete a survey on norms, personal charac-

teristics and demographic background for an extra compensation of 5 euro. All

managers choose to take part in this. In Baseline, managers thus receive 10 euro

in total. In the Self treatments, they receive 10 euro minimum and 31 euro max-

imum, depending on the compensation they choose for their workers. Managers

stay about 45 minutes in the lab.

All participants complete their sessions except for one female worker who de-

cides to leave the study after reading the instructions. Another female worker is

retroactively matched with the replaced worker’s manager3.

2.2 Hypotheses

Prosocial preferences matter, yet typically, they matter less than selfish interests,

compare, e.g., Engel (2011) This motivates our first preliminary hypothesis.

Hypothesis 1: Managers choose higher wages for workers in Baseline than

in Self.

3Since all participants were already in their cubicles, the departure of this participant went
unnoticed and could not have impacted any decisions by other participants in the session.
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Building on this precondition, we hypothesize that this difference between

treatments is less pronounced in female managers. There is a rich literature

from business ethics showing that females tend to behave in more moral and

less corrupted ways.4 Therefore, female managers may have a higher capacity

to resist temptations in the Self treatments to keep more money for themselves

compared to male managers. Furthermore, evidence exists that men are more

generous than women only if said generosity comes cheap (Andreoni and Vester-

lund, 2001). Therefore, for our main hypothesis, we expect female managers may

to display a smaller difference between chosen workers’ wages across Self and

Baseline treatments.

Hypothesis 2: The difference between wages for workers in Baseline and Self

is larger for male than female managers. That is, female managers are less in-

fluenced by the incentive scheme they are in.

After analyzing the results of our first study, we set out to explore a mech-

anism to combat selfish interests in managers. Own work experience has been

discussed to increase valuation for a work others carry out and empathy with

those who conduct it (compare e.g. Louis (1980)). Many companies expect their

future managers to first gain a hands-on impression of the work employees on

lower hierarchy levels carry out (The Guardian (2014, 2015b)). This motivates

our treatments of the second study and leads to the following hypothesis.

Hypothesis 3: First-hand experience with the workers’ task increases wages

managers choose for workers.

We also elicit the beliefs of the workers and their perspective on an appropri-

ate compensation for their work, which should be independent of their managers’

incentives. However, we theorize that workers are able to anticipate how these

incentives influence the chosen wages.

4Compare surveys by O’Fallon and Butterfield (2005) and Craft (2013) for an overview based
mainly on hypothetical scenarios or questionnaires; see Deckers et al. (2016) for evidence from
real, incentivized decisions
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Hypothesis 4:

a) The wage a worker considers appropriate for their work does not hinge on the

incentive scheme the managers face.

b) Workers predict managers’ incentive schemes to affect the wages they receive

for their work.

3 Results

In section 3.1, we present the results of our first study which focuses on gender and

incentive scheme of managers. Results of the second study introducing experience

with the working task are provided in section 3.2. Section 3.3 presents our findings

about workers’ beliefs and expectations. Further results as well as a consolidation

of our findings can be found in appendix section A.3.

3.1 Incentive Scheme and Gender

The focus of our first study is the impact of managers’ gender, incentive scheme

and the interaction of the two on wages for workers. Firstly, we find that wages

chosen by managers react to incentive schemes, i.e. workers’ compensations in

Self are lower than in Baseline.

In line with Hypothesis 1, the different incentive schemes have a significant

effect on workers’ wages. While managers in Baseline choose 10.29 euro on av-

erage as an appropriate wage for workers, managers in Self paid only 8.06 euro

(p=0.000***, two-sided t-test5).

Managers in Baseline know that money not spent on the worker is used for a

public good, i.e. future university research. Participants seem to have seriously

considered this trade-off as only one manager chooses the maximum compensa-

tion of 21 euro for workers. Further, one manager (in the Self treatment) chooses

5Please note that we report results of t-tests as this is a rather robust test even if some
assumptions are not perfectly met – for instance, normal distribution and continuity of data
(Sawilowsky and Blair, 1992), compare section A.3.2
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to award 0 as workers’ wage. Our results remain robust if we exclude one or both

of these border cases. Looking at the level of wages, compensation is generally

rather low with a substantial part of managers rewarding less than the legal min-

imum wage at the time. 21.1% of managers in Baseline and 42.4 % in Self choose

less than 8.50 euro which is the hourly minimum wage when the study takes place.

Managers spend 45 minutes on average in the lab while workers stay there

for 75 minutes. In the Self treatment, managers take 35.88 euro as an hourly

payoff on average. Thereby, they earn about 3.5 times as much as workers. This

discrepancy arises even though workers arguably have a tedious task to carry out.

At first glance, it might look like there is no effect of gender on wages chosen.

Pooling data over both main treatments, female and male managers pay 8.97 euro

and 9.28 euro on average, respectively. This difference is not statistically signif-

icant at any conventional level (p=0.61, two-sided t-test). Similarly, comparing

the two treatments separately, differences are relatively small. Male managers are

a bit more generous in Baseline (11.10 euro vs. 9.44 euro, p=0.076*, two-sided

t-test) while female managers award insignificantly more in Self (7.59 vs. 8.54,

p=0.16, two sided t-test). When we take a closer look at the data, however, we

can confirm that female managers show less variation across the two treatments.

We hypothesized that male and female managers react differently to the dif-

ferent incentives. In line with Hypothesis 2, the data reveal this is the case. While

the workers’ wages chosen by male managers amount to 11.10 euro in Baseline,

they drop to 7.59 euro in Self (p=0.000***, two-sided t-test). Thus, the data

show a clear causal effect of the incentive scheme on male managers. Female

managers choose 9.44 euro in Baseline compared to 8.54 euro in Self (p=0.235,

compare Figure 2). The respective difference in difference measure is significant

and therefore supports our main hypothesis (p=0.027**).

Our post-decision survey of managers revealed that their chosen wages are in

line with their evaluation of the workers’ task as well as their opinion on minimum

wage. Note, however, that this survey was not incentivized, so subject might
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have used it to explain or justify their decision retroactively. We elicit managers’

evaluation of the task in 5 different dimensions (with 7-point Likert-scales each):

how honorable and how hard the task is considered as well as how demanding in

terms of special abilities, technical skill and spatial sense. We also elicit managers’

approval of a legal minimum wage with a 7-point Likert-scale. We find strong

positive correlations between wages payed and both a higher evaluation of the

task as well as positive opinions on minimum wage (OLS regression, p=0.021**

and p=0.013**, n=113, for more details, see Appendix section A.3.1)

Figure 2: Study 1 by Gender. Pay chosen by manager’s gender (in euro) in
Baseline vs. Self (male vs. female manager, diff-in-diff, p=0.027**, one-sided t-test,

n=114)

3.2 Introducing Experience

In our second study, we find that personal experience of managers can overall in-

crease workers’ wages. Yet, its effect is mostly limited to the treatment in which

self-interest was absent, i.e. ExpBaseline. As the evaluation of the work (as cap-

tured by the manager survey) is not affected by experience, we conclude that

the increase in what is considered an adequate compensation is due to a change

in appreciation of the worker. Again, and in line with our first study, female

managers choose wages more consistently. Behavior of male managers hinges on

the underlying incentive scheme more strongly.
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Figure 3: Adequate pay, incentives and experience. Chosen wage (in euro) in
No Experience vs. Experience .

Wages in ExpBaseline and ExpSelf average 10.31 euro compared to 9.13

euro in the corresponding treatments without experience, i.e. Baseline and Self

(p=0.018**, two-sided t-test). This is in line with Hypothesis 3. However, this

increase from work experience is almost exclusively driven by higher compensa-

tions in ExpBaseline compared to Baseline (12.18 vs. 10.29, p=0.009***). Wages

in the treatments where self-interest plays a role remain virtually unchanged and

are not significantly different at any conventional level ( 8.57 in ExpSelf vs. 8.06

in Self, compare Figure 3). Thus, personal experience with the worker’s task

seems to be able to increase the appreciation for the worker but there is no evi-

dence that it can counteract effects of selfishness in managers.

Pooling both experience treatments shows no effect of gender on compensa-

tions (10.58 euro for female vs. 10.05 euro for male managers, p=0.498). The

same is true for ExpBaseline (11.68 for female managers vs. 12.70 for male,

p=0.355). In ExpSelf managers choose significantly less this time (9.52 vs. 7.66,

p=0.041**).
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Figure 4: Study 2 by Gender. Pay (in euro) in ExpBaseline vs. ExpSelf (male
vs. female manager, diff-in-diff, p=0.041**, n=114)

Again we find the hypothesized effects when looking at the interaction of gen-

der and incentives, with male managers showing stronger treatment differences.

Male managers in ExpBaseline choose 12.70 euro while those in ExpSelf choose

7.66, a highly significant reduction of 40 % (p=0.000***). Compensations chosen

by female managers also drop significantly (11.68 euro vs. 9.52 euro, p=0.023**).

Yet, this reduction is lower than for male managers, which is confirmed by a sig-

nificant difference-in-difference measure (p=0.041**) (compare Figure 4). Again,

female managers decide more consistently across incentive schemes, replicating

our main result from the first study.

The managers’ survey showed no change in the evaluation of the workers’

task due to personal experience. So familiarity with the task does not affect

how challenging or demeaning the task is perceived by managers. Yet, at least

in ExpBaseline, managers are willing to pay a significantly higher amount to

their workers. This suggests that the higher wage may be caused by a higher

appreciation of the worker rather than a different relation with the task.
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3.3 Workers’ Beliefs and Expectations

In this section, we present our results of the elicitation of expectations and be-

liefs of the workers. Workers answered these questions before working on their

task. We find that worker’s beliefs on what is an adequate compensation does

not depend on the incentive scheme the manager faces and are generally higher

than wages the managers actually choose.

Figure 5: Worker norm and beliefs (Study 1) The worker norm differs
significantly from actual pay in Baseline and Self (11.47 euro vs. 10.29 euro and
10.96 euro vs. 8.06 euro, two-sided t-test, p=0.090* and p=0.000***, n=110 and
n=116, respectively). Worker beliefs, however, do not differ significantly (p=0.347

and p=0.830, respectively).

Workers perception of what is an adequate compensation of the task is consis-

tent between treatments (11.47 in Baseline vs. 10.96 in Self, p=0.461), confirm-

ing Hypothesis 4a. This is more than the wages that were actually paid in both

treatments, respectively (11.47 euro vs. 10.29 euro, p=0.090* and 10.96 vs. 8.06,

p=0.000***). Workers predict managers’ decisions quite well. The data display

no significant differences between workers’ expectations and compensations cho-

sen by the managers (10.29 euro vs. 9.63 euro in Baseline and 8.06 vs. 7.96 in

Self, also compare Figure 5). This suggests that workers are able to accurately

estimate the effect of the incentive scheme on managers’ decisions.
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4 Discussion

This study provides evidence that incentive scheme, gender and experience mat-

ter for what managers choose as an adequate wage for workers. In the following

section, we discuss some limitations and special characteristics of this study.

Our experiment represents a highly simplified employer-employee relationship

between a manager and a worker. We explicitly and deliberately focus on the

wage a manager chooses for workers for the completion of a task. The design

leaves no room for gift-exchange or reciprocity (compare e.g. Akerlof (1982);

Akerlof and Yellen (1990); Fehr et al. (1998)) or negotiation (compare e.g. Ochs

and Roth (1989); Güth and Tietz (1990); Babcock and Laschever (2009)). Of

course, this abstracts from many real-world scenarios in which decisions might

be influenced by those mechanisms. However, by doing so, we ensure that man-

agers are not affected by other considerations than those we aimed for: the wage

they deem appropriate for completing a specific working task.

In real world settings, the wage for work is often tied to the value of the work,

for example the market price for a provided service or a product. In that sense,

the value of the workers task in our experiments is arguably zero and the wages

chosen by managers can be seen as a lower boundary of their willingness to pay

(or award) for an hour’s work. But while this design choice very likely adds to

the overall low level of wages we observe, it also lets us control for different val-

ues managers might attribute to the task, which could otherwise distort our data.

The design of our study borrows some elements of a standard dictator game.6

Specifically in our Self treatment, managers weigh their own benefit against

money another participant of the study receives. However, standard dictator

games cannot directly relate to behavior in pay determination as they usually

abstract from labor situations and effort using simple endowments entitled to

the dictator for no specific reason. This means that, first, social obligations of

6For a review and meta study on dictator games (including findings on gender differences
and framing), see Engel (2011).
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dictators (i.e. managers in our study) resulting from labor are basically absent

(compare e.g. Blau (1964)). Second, giving in dictator games can be seen as a

measure for altruism (compare e.g. Eckel and Grossman (1996)), not a measure

for valuation of work as it is in our study. Of course, there exist studies, that use

real effort tasks in dictator games instead of endowments (compare e.g. Oxoby

and Spraggon (2008); Heinz et al. (2012)) as well as social framings (compare

e.g. Dreber et al. (2013) and the references therein). We feel assured by their

results that a real effort task and the design of our study lead to a feeling of social

responsibility towards workers (compare e.g. Handgraaf et al. (2008)) that would

not apply in a standard dictator game. However, additionally to the differences

mentioned above, the goal and scope of these studies is a completely different one:

they investigate how real-effort tasks change giving/taking amounts compared to

games where effort is absent. Our study, however, uses a fixed level of effort and

focuses on how a change in trade-offs, gender and own work experience causally

affects the valuation of work done by others. Our managers have to decide what

they consider an adequate pay for workers who have to work on a tedious task for

about an hour – which they themselves do not have to complete. Furthermore,

we compare this to a baseline treatment in which this decision is independent

from own profits of managers to find out how valuation for work is affected by

monetary incentives.

As we use a student sample of the Karlsruhe Institute of Technology, our re-

sults are, of course, not representative for the general population. However, this

specific sample might be an especially interesting one as the majority of Ger-

many’s CEOs are former students of this university (Hartmann, 2016). Thus, we

conduct this experiment with a sample that is not representative but potentially

even more relevant for the considered context.

Debates on the social acceptability and adequacy of (extreme) wages are a

recurring and old phenomenon (Glickman, 1997; Power, 1999; Venkatasubrama-

nian et al., 2015). Fairness concerns in labor markets and wage negotiations have

already been addressed by Slichter (1920) and Hicks (1963). In our experiments,

we abstract from market forces and focus on the valuation for work done by oth-
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ers. Following the origins of the standard neoclassical model, wage determination

is a matter of supply, demand and productivity. However, it has been argued that

it is not markets alone that determine wages but that labor markets are more

or less imperfect which allows for several other mechanisms to play their part in

determining wages (Rees, 1993). Furthermore, social economics suggests a dif-

ferent approach: wages should not be considered a price but should adequately

reflect workers’ needs (Figart, 2001). Williams (1956) stresses that the two op-

posing views of wages as a price on free markets vs. wages as the result of social

and moral consideration (and thus being part of a state’s responsibility) remain

hard to align. Including market forces into our approach in future research could

potentially help to understand how these two aspects interact.

5 Conclusion

In this paper, we conducted two studies to investigate how managers choose

wages for workers. Wages chosen hinge on the manager’s gender, whether man-

agers have some experience with the worker’s task, and the incentive scheme the

manager is in. As expected, when managers can profit from paying lower wages,

they generally do so. Yet, male managers react stronger to incentives schemes

than females. Female managers exhibit a more consistent behavior which seems

to be more robust to the opportunity to be selfish. These results may have impor-

tant implications for organizations and work cultures and can add to the current

discussion on gender compositions of board and upper corporate hierarchies.

First-hand experience with the worker’s task can increase the wages managers

chose for workers. Yet, this effect is mostly limited to incentive schemes in which

managers have no self-oriented reason to set low wages for workers. Therefore,

first-hand experience with the workers’ task may soften disparities across work-

ers and managers only in cases in which disparities were not so large to begin with.

What workers consider an appropriate wage for their task does not hinge on

the managers’ incentive scheme. Yet workers predict an influence of the man-

agers’ incentive scheme on the wages they will receive. This shows there is some
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awareness in workers, that may well contribute to social debate.
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A Appendix

A.1 Study Details

Our double-blind and gender-controlled experiments were conducted between

March and September 2015 (Baseline, Self ) and between September and Novem-

ber 2016 (ExpBaseline, ExpSelf ). There was a total of 500 participants, 250

managers and 250 workers (Compare Figure 6 which excludes 44 participants of

the control treatment BoxBaseline which is described below). We used the soft-

ware ORSEE (Greiner, 2015) and HROOT (Bock et al., 2014) to recruit from a

mixed student subject pool. The data was elicited at the KD2 Lab of the Karl-

sruhe Institute of Technology, a German university. To be eligible to participate

in economic experiments at the KD2 Lab, potential participants must register to

be added to the subject pool. The registration serves as a declaration of intent

to participate in experiments. Additionally, specifically for our two studies, all

participants signed a contractor’s declaration before being admitted into the lab.

It has been carefully ensured and stressed before and during the experiment that

answers would be handled confidentially and that managers make their decision

under complete anonymity. There was no contact between managers and workers

at any time.

A.2 Control treatment: BoxBaseline

In ExpBaseline and ExpSelf, managers not only gain experience with the working

task but also with the materials (i.e. the boxes and pens workers use). To make

sure the sole presence of these materials is not responsible for a change in the

perception of the work, we conduct an additional control treatment: BoxBaseline.

In this treatment, managers know the task not only from a description and pic-

tures, they are provided with the actual working materials (cardboard boxes and

pens), all else is held constant to Baseline. BoxBaseline should be considered an

additional control treatment. The additional data from BoxBaseline is only in-

cluded in further robustness checks in section A.3.1. We do not find a significant

difference in pay between Baseline and BoxBaseline (two-sided t-test, p=0.8630,
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Figure 6: Distribution of participants across treatments

n=77) or the evaluation of the working task (two-sided t-test, p=0.6099, n=77).

We thus conclude that changes in ExpBaselie and ExpSelf do not originate from

the presence of the materials provided but from the experience with the task.

A.3 Additional Findings

In the following sections of the appendix, we provide further findings of our

experiments. First, we provide a comprehensive analysis of our findings as well

as a robustness check in section A.3.1. Furthermore, we report the effects of

worker gender in section A.3.2.

A.3.1 Consolidation of Main Results

In the following section, we analyze the results from both experiments in a com-

prehensive manner. For that, we include both, the treatments with and without

personal experience with the working task in our considerations. If suitable, we

may also include our data from the BoxBaseline treatment. We find that our

treatment effects are robust for a variety of controls. We also consolidate the

findings on consistency and find the patterns repeated. At last, we discuss the
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characteristics and distribution of our data.

Interaction effects of gender and incentives are robust. When we compare

the diff-in-diff measures of the treatments with and without experience, we find

that in both cases, females decide more consistently across contexts. To further

check our findings for robustness, we pool the data from all treatments7 and

conduct an OLS regression (compare table 1). We can confirm that gender of

the manager, incentive scheme and the interaction of those two matter in de-

cisions over adequate compensation (see column (1) in table 1). Including not

only a control variable for experience, but also measurements for the task evalua-

tion, the opinion on minimum wages and the university entrance degree (Abitur),

we can, again, substantiate robustness of our findings (see column (2) in table

1). Furthermore, the regression shows that managers who evaluate the task as

more challenging, demanding and worthy, are more likely to set higher pay as

an adequate compensation. A positive opinion on minimum wages by law and

own personal experience with the working task in our experiments is also corre-

lated with a higher valuation for the work. We also include a control variable

for the university entrance degree (Abitur) as a proxy for cognitive ability and

find that managers without a university entrance degree tend to consider higher

pay adequate. Surprisingly, we do neither find any effects of the Big-5 person-

ality measures (Allport and Odbert, 1936) nor a correlation between a score for

Machiavellianism (Christie and Geis, 1970) and the behavior of managers. We

do find a correlation between participants’ subject of study and the pay deter-

mined: students of business and economic sciences determine significantly lower

amounts as an adequate pay (10.32 euro for other subjects vs. 9.11 euro for busi-

ness and economic sciences, two-sided t-test, p=0.011**, n=250). Wang et al.

(2011) addressed education in economics as a driver for selfish behavior and a

more positive attitude towards greed. However, some bias and demand effects,

for instance with regard to prior lessons on profit maximization, can not be ruled

out in our data.

7As we do not find a significant difference between Baseline and BoxBaseline, we also include
data from BoxBaseline in this regression.
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(1) (2)

Self −1.410∗∗ −1.174∗∗

(0.623) (0.591)

Male 1.218∗∗ 1.609∗∗∗

(0.602) (0.572)

Self*Male −2.624∗∗∗ −2.801∗∗∗

(0.877) (0.827)

Task Evaluation 0.159∗∗∗

(0.045)

Opinion on Minimum Wage 0.322∗∗∗

(0.118)

Education −1.944∗

(1.017)

Experience 1.299∗∗∗

(0.419)

Constant 10.441∗∗∗ 7.775∗∗∗

(0.426) (1.349)

Table 1: OLS Regression. The table shows OLS regression coefficients (wage as
dependent variable, pooled data, n=250) standard errors in brackets. ∗ ∗ ∗/ ∗ ∗/∗

indicate significance on a 1-/ 5-/ 10- percent level respectively.
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Looking at the distribution of chosen wages (compare figure 7 and figure 8),

we find that the most common pay is 10.50 euro (12.8%) which equals a 50/50

split of the maximum amount between worker and third party or manager, re-

spectively. Inequity aversion according to Fehr and Schmidt (1999) could be

one potential explanation for this finding. We furthermore find accumulations at

salient points like round numbers (6, 9, 12, 15 euro) and at 8.7 euro which is very

close to the current minimum wage in Germany of 8.84 euro (BMAS Bundesamt

für Arbeit und Soziales, 2017). Compare e.g. effects of salience or anchoring

(Einhorn and Hogarth, 1981; Kahneman, 2003) – specifically, anchoring effects

of minimum wages (Fehr et al., 2009) – and relative pay in perceptions of pay

fairness (Scarpello and Carraher, 2008), for a potential explanation of these find-

ings.

Our data slightly deviates from a normal distribution (according to a Shapiro-

Wilk test, a Kolmogorov-Smirnov test and our interpretation of the plot in figure

8). As mentioned above, we mostly report results of t-tests which is a rather

robust test regarding violations of assumptions – like deviations from normal dis-

tribution for the case of our data (Sawilowsky and Blair, 1992). Please note that

our treatment effects are robust for using Wilcoxon rank-sum (Mann-Whitney)

tests or Kolmogorov-Smirnov tests instead.
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Figure 7: Histograms of pay. This figure illustrates (in a histogram for each
treatment and in total) how pay is distributed between 0 and 21 euro.
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Figure 8: Distribution of pay. This figure illustrates the distribution of pay in
comparison to a normal distribution (solid line).
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A.3.2 Effects of Worker Gender

In the following section, we provide further findings on the effects of worker gen-

der. In our double-blind and gender-controlled experiment, we also systematically

vary the gender of workers to get some first insights whether worker gender mat-

ters. Overall, we do not find a significant difference in pay between female and

male workers.

In Baseline and ExpBaseline, we do not find a difference in pay due to work-

ers’ gender overall (11.24 euro for male vs. 11.23 euro for female workers, data

of Baseline and ExpBaseline pooled, two-sided t-test, p=0.994, n=110) or in the

diff-in-diff measure (male vs. female, diff-in-diff, p=0.763, n=110, compare fig-

ure 9). Thus, our data shows no effect of workers’ gender or the interaction of

workers’- and managers’ gender on the wages chosen in Baseline or ExpBaseline.

9.6
9.28

11.12 11.08

12.6 12.78

7

8

9

10

11

12

13

14

male worker female worker

pay

 Baseline: female manager  Baseline: male manager

 ExpBaseline: female manager  ExpBaseline: male manager

Figure 9: Interaction effect of manager gender and worker gender for
Baseline trade-offs. Interaction effect of manager gender and worker gender in
Baseline and ExpBaseline (male vs. female manager, diff-in-diff, p=0.763, n=110).

In the Self trade-offs, we find suggestive evidence that the gender of a worker

affects pay. Again, we do not find an overall difference in pay for female vs. male
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workers in Self and ExpSelf (8.36 euro for male vs. 8.27 euro for female workers,

two-sided t-test, p=0.876, n=118). We find in our data that for contexts in which

self-interest plays a role, male and female mangers both seem to slightly favor

workers of their own gender (pooled data of Self and ExpSelf, diff-in-diff male

vs. female managers, p=0.072*, n=118, compare figure 10). As this result was

not hypothesised and all four pairwise differences (male vs. female worker, male

or female managers, with or without experience) are not statistically significant,

further investigation is necessary for confirmation.
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 Self female manager  Self male manager

 ExpSelf: female manager  ExpSelf: male manager

Figure 10: Interaction effect of manager gender and worker gender for Self
trade-offs. Interaction effect of manager gender and worker gender in Self and

ExpSelf (male vs. female manager, diff-in-diff, p=0.072*, n=118).

In psychology, but also other related fields, gender differences in compassion

and empathy have been widely discussed (compare e.g. Eisenberg and Lennon

(1983); Goetz et al. (2010); Rueckert et al. (2011)). Although evidence is some-

what mixed, females tend to be considered more compassionate and empathic

(compare e.g. Schulte-Rüther et al. (2008)). Thus, one potential explanation for

the gender difference we observe could be that female managers are simply more

empathic and compassionate when they experience the task prior to the decision.
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Considering the additional difference between male and female workers, a poten-

tial explanation could be some sort of in-group bias originating from a feeling of

belonging to a group of certain gender (Charness and Rustichini, 2011).8 Also,

gender specific role perceptions or even stereotypes might suggest that female

workers are more in need of support than males (who could be stereotypically

seen as stronger and more resilient (Eagly, 2013; Diekman and Clark, 2015)).

Maybe, female managers develop special commiseration towards female workers

after having experienced the task themselves. Of course, further research would

be needed to clarify the exact mechanisms at work.

Auspurg et al. (2017) have argued that females accept disadvantages in pay.

Please note that we do not find an overall disadvantage for female workers in our

data. Also, we do not find a difference in pay satisfaction due to gender of the

worker (nor due to the gender of the manager). Overall, as well as for very low

and very high wages, females and males are equally (un)satisfied with their pay.

Satisfaction with pay is elicited using a 7-point Likert-scale.

We measure working times for completion of the task as a control for possible

gender differences in performance. Due to technical and procedural limitations,

we only have data on a subset of workers. In this subset of 156 workers, we do

not find a significant difference in working times due to gender. On average, it

takes participants about 48 minutes to complete the working task. About 5 to

10 more minutes are needed to check working results for completeness and to

process payoffs. Thus, the description of the working task slightly overestimates

actual working times. Yet, in our data, performance does not differ between male

and female workers.

8Please note that there is also experimental research pointing into the direction, that co-
operativeness is lower towards others of the same gender (compare e.g. Ben-Ner et al. (2004);
Sutter et al. (2009)).
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A.4 Instructions

All participants receive the instructions on paper, managers furthermore take

their pay decision on paper. The instructions consist of three parts: a welcoming

sheet explaining the general rules of economic experiments (1 page), a description

of the experiment, the work and a short summary (3 pages) as well as – for the

manager – an answer sheet (2 pages).

We provide examples for the instructions of a manager as well as a worker

that include all relevant text sections for the conducted experiment. The wel-

coming sheet is identical for all participants (compare figure 11). According to

treatment, the instructions differ in three aspects: gender of worker or manager9,

description of the manager’s trade-off and exemplification or experience of the

working task. Otherwise, the instructions are held as constant as possible across

treatments and as symmetric as possible for the roles of managers and workers.

The first example shows the instructions for a manager in the ExpSelf treat-

ment deciding over the pay of a male worker (compare figures 12 - 14 for the

description of the experiment, the working task and a summary; compare figures

15 - 16 for the respective answer sheet). The second example shows the instruc-

tions for a worker in the Baseline treatment in the case of a female manager

(compare figures 17 - 19). Complete instructions for all other treatments and

combinations are available upon request.

9Due to the characteristics of the German language, we used the gendered version of the
word “employer” (for managers) or “employee” (for workers) in the sections after the gender
has been revealed. By that, we tried to reveal gender in the most natural way possible. Overall,
the gendered/female version of these words is included a total of 4 times in the instructions and
once on the answer sheet for managers. The neutral/male version of the word is being used
more often in the instructions.
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Page 1 of 4 

 

 

 

Welcome! 

Thank you for participating in an economic study at the Karlsruhe Institute of Technology (KIT).  

As in all economic studies at KIT, all circumstances described in the following are true. Your decisions 
will be implemented exactly as described. 

For participation in this study, every participant receives a show-up fee of 5 euro. In the following, you 
can earn additional money. 

All your data and decisions will be handled confidentially and anonymously. 

We would ask you to keep quiet during the study. Throughout the whole experiment, communication 
between the participants is not allowed.  

If you have questions, please inform the experimenter by raising your hand. Your question will then be 
answered at your cubicle.  

Figure 11: Welcome page for managers and workers. The welcome page from
instructions is identical for all participants.
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Instructions 
 

In this study, there are employers and employees.  

One employer decides upon the wage of one employee.  

Regardless of your person, it was decided whether you are an employer or  
an employee.   

You are an employer. 

 

 

You decide upon the wage of an employee. The employee does not take any active decision on the 
wage.  

As you, each employee receives 5 euro for participating in this study and additionally a payment – 
determined by you – for a work done. This employee is a man who also participates in this study like you. 

The maximal wage for this work is 21 euro. Please determine the wage as you consider it adequate. You 
will receive the other part of the money in a sealed envelope at the end of this study, additionally to the 5 
euro for participation. The experimenter will not know what wage you determined. Thus, you decide on 
the division of 21 euro, of which one part is the wage for your employee and the other part is benefitting 
you. 

 

Each employee carries out the following work: 

Complete disassembly of 100 pens as well as  

assembly of 100 pens. 

This task requires about 1 hour of working time for each employee.  

 

 

For exemplification, you will find a photo attached.  On the photo, you can see an assembled pen and a 
completely disassembled pen. There are wo boxes with pens in front of you on the table. In one box, you 
will find 100 assembled pens and in one box there are 100 completely disassembled pens. All 
employees will work with exactly the same sorting boxes and pens.  

The task will be done today or in the following days. As all employees, your employee will get to know 
which payment he will receive after complete execution of the work. 

 

 

The employees will not know who decided upon their wage.  

After you have taken your decision, we would like to ask you to anonymously and briefly answer 
some questions.  

  

Figure 12: Instructions for managers in ExpSelf. The example depicts the
instructions for managers in ExpSelf deciding over a male worker (1/3).
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Photo for Exemplification of the Work 
 

An assembled pen (above) 
and a completely disassembled pen (below): 

 

 

 

 

 

 

 

Please completely disassemble one pen and assemble one pen, now.  

Please use the provided boxes for this.  

 

Then, please continue reading the instructions.  

Figure 13: Instructions for managers in ExpSelf. The example depicts the
instructions for managers in ExpSelf deciding over a male worker (2/3).
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Summary 

 

Earlier and regardless of your person, it was decided that you are an employer. 

You will decide upon the wage of an employee who will completely disassemble 100 pens and 

completely assemble 100 pens.  

Your employee is a man who also participates in this study like you.  

Please determine the wage how you consider it adequate. The other part of the 21 euro will 

benefit you. You will receive the money in a sealed envelope together with the show-up fee.  

You decide with the answer sheet which lies in front of you.  

 

 

Figure 14: Instructions for managers in ExpSelf. The example depicts the
instructions for managers in ExpSelf deciding over a male worker (3/3).
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Answer Sheet 

 

Please write down your Participant-ID. 

 

 

Participant-ID: _________________________ 

 

 

Please mark exactly one option with a cross on the list attached, in order to communicate your 
decision upon the wage.  

 

 

 

Please put the completed answer sheet back in the envelope and seal it.  

Then, please inform the experimenter by raising your hand that you have finished.  

As soon as all participants will have finished, the experimenter will collect the closed envelopes.  

 

 

 

 

 

 

 

 

 

 

Figure 15: Answer sheet for managers in ExpSelf. The example depicts the
answer sheet for managers in ExpSelf deciding over a male worker (1/2).
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Please determine the wage how you consider it adequate. Please make an X in exactly one box in the following list: 

Your decision 
(mark with an X) 

Wage of 
Employee 

o +	0.00	€	
o +	0.30	€	
o +	0.60	€	
o +	0.90	€	
o +	1.20	€	
o +	1.50	€	
o +	1.80	€	
o +	2.10	€	
o +	2.40	€	
o +	2.70	€	
o +	3.00	€	
o +	3.30	€	
o +	3.60	€	
o +	3.90	€	
o +	4.20	€	
o +	4.50	€	
o +	4.80	€	
o +	5.10	€	
o +	5.40	€	
o +	5.70	€	
o +	6.00	€	
o +	6.30	€	
o +	6.60	€	
o +	6.90	€	
o +	7.20	€	
o +	7.50	€	
o +	7.80	€	
o +	8.10	€	
o +	8.40	€	
o +	8.70	€	
o +	9.00	€	
o +	9.30	€	
o +	9.60	€	
o +	9.90	€	
o +	10.20	€	
o +	10.50	€	
o +	10.80	€	
o +	11.10	€	
o +	11.40	€	
o +	11.70	€	
o +	12.00	€	
o +	12.30	€	
o +	12.60	€	
o +	12.90	€	
o +	13.20	€	
o +	13.50	€	
o +	13.80	€	
o +	14.10	€	
o +	14.40	€	
o +	14.70	€	
o +	15.00	€	
o +	15.30	€	
o +	15.60	€	
o +	15.90	€	
o +	16.20	€	
o +	16.50	€	
o +	16.80	€	
o +	17.10	€	
o +	17.40	€	
o +	17.70	€	
o +	18.00	€	
o +	18.30	€	
o +	18.60	€	
o +	18.90	€	
o +	19.20	€	
o +	19.50	€	
o +	19.80	€	
o +	20.10	€	
o +	20.40	€	
o +	20.70	€	
o +	21.00	€	

Figure 16: Answer sheet for managers in ExpSelf. The example depicts the
answer sheet for managers in ExpSelf deciding over a male worker (2/2).
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Instructions 
 

In this study, there are employers and employees.  

One employer decides upon the wage of one employee.  

Regardless of your person, it was decided whether you are an employer or  
an employee.   

You are an employee. 

 

 

You do work and receive a wage for that. You do not take any active decision on the wage. 

You receive 5 euro for participating in this study as well as a wage for a work done which has been 
determined by your employer. Your employer is a woman who also participates in this study like you.   

The maximal wage for your work is 21 euro.   Your employer has determined the wage as she 
considered it adequate. The other part of the money will be used for other research projects which 
means it will be used productively. Thus, your employer decided upon the distribution of 21 euro, of 
which one part is your wage and the other part benefits research.   

 

You will carry out the following work: 

Complete disassembly of 100 pens as well as  

assembly of 100 pens. 

This task requires about 1 hour of working time for each employee.  

 

 

For exemplification, you will find two photos attached.  On the first photo, you can see an assembled pen 
and a completely disassembled pen. On the second photo you can see a box with 100 assembled pens 
and one box with 100 completely disassembled pens.  You will work with exactly the same sorting boxes 
and pens.  

An employer decided today or in the last days upon your wage. The amount of your wage will be 
disclosed and paid out in cash after the complete execution of the work.  

 

You will not know who decided upon your wage. 

Before you start your work, we would ask you to anonymously and briefly answer some 
questions.  

  

Figure 17: Instructions for workers in Baseline. Instructions for workers in
Baseline in the case of a female manager (1/3).
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Photo for Exemplification of the Work 
 

An assembled pen (above) 
and a completely disassembled pen (below): 

 

 

 

 

A sorting box with 100 assembled pens (left)  
and a sorting box with 100 completely disassembled pens (right): 

  

Figure 18: Instructions for workers in Baseline. Instructions for workers in
Baseline in the case of a female manager (2/3).
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Summary 

 

Earlier and regardless of your person, it was decided that you are an employee. 

You will carry out the following work: 

Complete disassembly of 100 pens as well as  

assembly of 100 pens. 

An employer decided upon your wage beforehand. Your employer is a woman who participates in 

this study like you.  

Your employer determined the wage how she considered it adequate. The other part of the 21 

euro will benefit research. 

You will be informed about the amount of your wage after you have completed your work and you 

will receive it in cash. 

 

 

Figure 19: Instructions for workers in Baseline. Instructions for workers in
Baseline in the case of a female manager (3/3).
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