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Abstract
Corporations have recently started incorporating employees’ prosocial preferences 
into their incentive schemes, including charitable donations (corporate giving). 
These donations are mainly discussed in conjunction with the external effects of a 
firm’s CSR strategy. However, this experiment examines the effect of donations on 
internal firm operations. Specifically, we investigate whether the presence and struc-
ture of corporate giving influences employees’ excessive risk-taking. Such prosocial 
activities may remediate misaligned incentives often cited as drivers for employees 
to take excessive risks. Contrary to widespread practice, our experimental evidence 
suggests that firms could constrain employees’ excessive risk-taking by linking 
existing contributions to project rather than corporate performance, thus provid-
ing boundaries around an employee’s involvement in CSR initiatives. We identify 
project-level giving as an unexplored CSR benefit and infer that personal responsi-
bility effectively changes an employee’s incentive package. Our findings suggest an 
inverted U-shape curve of effectiveness.

Keywords  Incentive contract · Excessive risk-taking · Corporate social 
responsibility · Corporate giving · Prosocial incentives · Experimental economics

JEL Classification  C91 · J30 · M14 · M41 · M52

IRB approval has been granted by the institution at which the experiment was conducted.

 *	 Julia Schneider 
	 Julia.Schneider@wirtschaft.uni-giessen.de

	 Colleen M. Boland 
	 bolandc@uwm.edu

	 Corinna Ewelt‑Knauer 
	 Corinna.Ewelt-Knauer@wirtschaft.uni-giessen.de

1	 University of Wisconsin-Milwaukee, 3202 N. Maryland Ave., Milwaukee, WI 53211, USA
2	 Justus Liebig University Giessen, Licher Str. 62, 35394 Giessen, Germany

http://orcid.org/0000-0001-9046-2230
http://crossmark.crossref.org/dialog/?doi=10.1007/s11573-021-01063-8&domain=pdf


356	 C. M. Boland et al.

1 3

1  Introduction

Properly designed incentive contracts encourage managers to take appropriate levels 
of risk. However, misaligned incentives can trigger excessive risk-taking behavior, 
leading to potentially disastrous consequences. For instance, excessive risk-taking 
behavior is often cited as a root cause of the 2007–2009 global financial crisis (Kirk-
patrick 2009). Notably, prior US Federal Reserve Chairman Ben Bernanke observed 
that during the global financial crisis “compensation practices at some banking 
organizations have led to misaligned incentives and excessive risk-taking, contribut-
ing to bank losses and financial instability” (Federal Reserve Press Release 2009). 
Through tournaments and other competitive schemes, firms may incite employees at 
all levels to exhibit excessively risky behavior (Acharya et al. 2016; Backes-Gellner 
and Pull 2013). In response to the risk-taking concerns, both regulators and firms 
have put forward demands for restrictive compensation measures (Jokivuolle et al. 
2019). However, the regulations and restrictions enacted did not always prove useful 
in reducing risk, and they sometimes even precipitated unintended consequences. 
For example, Dittmann et  al.’s (2011) analysis uncovers that the firm’s value can 
drop when the restriction forces firms to reject managerial talent or effort. This study 
examines one non-pecuniary incentive, an existing Corporate Social Responsibility 
(CSR)1 initiative, to rein in excessive risk-taking.

Organization theory and business ethics research note the efficacy of a firm’s 
CSR efforts (e.g., Clarkson 1995; McWilliams and Siegel 2001; Swanson 1995, 
1999). Firms develop CSR programs to establish legitimacy and balance stakehold-
ers’ expectations, thus honoring economic and social agreements between the firm 
and its stakeholders and positioning the firm as a socially responsible (or morally 
based) entity. Valentine and Fleischman (2008) emphasize that regardless of the 
CSR program utilized, the firm’s motivations are, among others, to make its CSR 
efforts more salient to employees and improve ethical employee behavior.2

To date, accounting research addresses where taking additional risks is profit-
able (e.g., Sprinkle et  al. 2008) and examines the drivers of excessive risk-taking 
behavior, most notably financial incentives (e.g., Brink et al. 2017) or tournament 

1  CSR involves discretionary actions that reach beyond traditional profit-making motives (Valentine and 
Fleischman 2008).
2  Employees often have to choose one out of two opposing alternatives (Chen 2015): they can either 
continue with an established process or innovate. Similar trade-offs arise in other principal-agent rela-
tionships whenever the agent’s choice options differ in their risk content, and the agent is (partly) moti-
vated by social concerns. For example, on behalf of their clients, attorneys often have to decide whether 
to settle (with known reward or punishment) or go to trial (whose outcome is uncertain). Doctors regu-
larly choose between a safe treatment (e.g., a long-established drug regimen) and a risky one (e.g., a new 
off label use of an approved drug), and blue-collar workers may choose to search for process improve-
ments (risky option) instead of running through the normal process (safe option). How will a firm’s 
prosocial cues influence the decision? Will employees act conservatively because the safe option pre-
vents failure? Or will employees take too much risk, choosing the overly risky alternative in the hope of 
success? In the spirit of these examples, our setting has no middle ground and taking incremental risk is 
unprofitable. However, we acknowledge there are many settings that do not require a binary choice. Our 
results may not generalize to these settings.
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competition (e.g., Eriksen and Kvaløy 2017; Schedlinsky et al. 2016). Brink et al. 
(2017) call for future research on how to reduce excessive risk-taking. Therefore, 
rather than revisiting compensation systems’ effects, this study examines an alter-
native, non-pecuniary instrument to inhibit employees from taking excessive risks. 
Specifically, by holding compensation constant, we determine the impact of different 
corporate giving programs on employees’ excessive risk-taking behavior. Employees 
increasingly expect their firm to promote socially responsible activities, and accord-
ingly, they may search for signals that the firm is meeting their expectations.

Prior research hints at this, showing that firms might benefit from responding to 
social causes their employees’ support (Valentine and Fleischman 2008). Percep-
tions of the firm are likely to depend on the CSR program’s characteristics, includ-
ing the program’s implementation (i.e., corporate or project level); they determine 
an employee’s responsibility in the firm’s CSR initiatives (Corbett et al. 2018). Thus, 
a firm might fine-tune employees’ risk-taking behavior by appealing to their social 
tastes and creating a sustainable risk culture (Lazear 2018). For example, a high 
proportion of performance-contingent pay attracts and retains a skilled workforce 
and motivates employees to provide additional effort, albeit at the cost of excessive 
risk-taking. Aligning incentives to employees’ social preferences is worth consider-
ing for (based on performance) jobs with employees having a strong loyalty to their 
firm. In this experimental study, we test whether corporate giving in general and the 
level of employee empowerment specifically in corporate giving programs can suc-
cessfully curb employees’ excessive risk-taking behavior.

Our experiment first explores whether the presence of corporate giving, a popu-
lar CSR activity, influences employees’ excessive risk-taking behavior. We assume 
that the anchor of corporate giving, where charitable giving is grounded in a firm’s 
objectives and tied to overall firm performance (corporate-level giving), mitigates 
employees’ excessive risk-taking behavior. Drawing on social norm activation the-
ory (Bicchieri 2006), we contend that the “tone at the top’s” (Collier and Esteban 
2007; Schwartz 2013) charitable attitude and prosocial actions are strong enough 
to radiate throughout the organization, activating a social norm of employee other-
regarding behavior. Next, we analyze whether employee empowerment has an incre-
mental impact on risk-taking. In detail, we research whether project outcomes (i.e., 
when corporate donations relate to the success of an individual employee’s specific 
projects) reduce excessive risk-taking compared to charitable contributions coupled 
with overall corporate performance but decoupled from the individual employee. In 
other words, what is the impact of individual employee responsibility (e.g., corpo-
rate-level giving vs. project-level giving)? Leveraging accountability theory (Lerner 
and Tetlock 1999), we expect that employee responsibility reins in excessive risk-
taking. Finally, we maximize an employee’s empowerment and explore whether the 
person who selects the charity (firm’s senior management or employee) has a differ-
ential influence on employees’ excessive risk-taking behavior.

Contrary to common practice, where corporate charitable giving is tied to overall 
firm profits, we fail to find any impact of corporate charitable giving on excessive 
risk-taking behavior. However, when giving is based on project-level performance, 
we observe a “cautious shift.” Project-level based giving appears to mitigate employ-
ees’ excessive risk-taking behavior. We attribute this result to the introduction of 
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self-accountability. Importantly, our results indicate that this effect does not fade 
over time. Finally, we show that when employees pick the charitable beneficiary, 
they experience a “risky shift.” That is, employees increase their excessive risk-tak-
ing behavior. We speculate that employees’ personal involvement drives this risky 
shift since selecting the charity may lead to motivated reasoning (Kunda 1990) and 
to seeking a bigger payoff for their charity. Employees engaged in motivated reason-
ing tend to process information consistent with their wishful outcome and overesti-
mate the investment benefits (Slovic et al. 2007; Small 2011). Overall, our experi-
ment points towards an inverted U-shape curve of effectiveness in that both too low 
and too high levels of employee empowerment in the firm’s CSR activities impair 
the contracting benefit of corporate giving (Balakrishnan et al. 2011) and are thus 
suboptimal in creating or maintaining firm value. Our results collectively indicate 
that specific characteristics of a firm’s CSR activities can be utilized as a risk gov-
ernance instrument, reducing the reliance on pay incentives, lowering compensation 
payouts for the firm.

Additional analyses corroborate the main findings’ robustness. Average exces-
sive risk-taking behavior is lowest in the project-level giving condition and higher 
in any other condition for the subsample of risk-averse and risk-neutral participants. 
The risk-reduction effect of the project-level giving program also extends to the risk-
seeking subsample. Further, the main results hold for the subsample of prosocially-
motivated participants, i.e., those to whom giving to charity is important. Here 
again, we document a U-shape relationship between corporate giving and excessive 
risk-taking behavior. An increase in employee empowerment in corporate philan-
thropy to a certain level reins in excessive risk-taking decisions, but after that level, 
excessive risk-taking slopes upward again.

Moreover, while post-experimental responses suggest that participants, on aver-
age, associate corporate giving with low- rather than high-risk investment activities, 
pairwise comparisons highlight the importance of considering the charity recipients. 
Participants who choose a charity providing food and medical care (e.g., American 
Red Cross) allocate much less to overly risky investment alternatives than any other 
charity type. Urgently needed aid and extreme poverty seem to motivate altruism 
and thus arouse more restrained risk-taking decisions.

Our study contributes to both theory and practice. CSR and employees’ empow-
erment in CSR activities have received much attention from academics and practi-
tioners (Altenburger 2020; Groom 2018; Huang and Watson 2015; Moser and Mar-
tin 2012). Particularly corporate giving is a widespread activity that is realized in 
many forms and implemented at different organizational levels. In 2015, the top 20 
most generous Fortune 500 companies granted $3.5 billion in cash (Preston 2016) 
and Microsoft’s employee giving program encourages employees to directly con-
nect with local initiatives in various projects involving monetary or time donations 
(Microsoft 2020). Corporate giving and excessive risk-taking behavior are costly for 
firms. Currently, most firms make such philanthropic decisions in isolation, tying 
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corporate giving to the overall firm profit,3 without considering if these donations 
can effectively be used to rein in employees’ excessive risk-taking behavior, an 
unexplored benefit of CSR.

Second, the recently growing empirical literature using archival data generally 
documents a negative association between CSR and firm risk (Oikonomou et  al. 
2012) or a negative relation between CSR and deviations from optimal risk-taking 
(Harjoto and Laksmana 2018). Our laboratory experiment provides causal evidence 
documenting this negative association while removing many of the confounding fac-
tors present in the field (Hales et al. 2016).4 Third, there is literature showing that a 
firm’s CSR practices affect employee behavior. For instance, some studies find that 
a firm’s CSR commitment improves employees’ organizational commitment, moti-
vation, or performance (e.g., Balakrishnan et  al. 2011; Peterson 2004)—desirable 
behavioral outcomes. However, there is only little evidence of whether and how a 
firm’s CSR actions can be utilized to mitigate undesirable behavioral outcomes. 
In this vein, we show how different charitable giving structures affect employees’ 
excessive risk-taking decisions—with such decisions being undesirable from an eco-
nomic perspective as, by definition, they are detrimental to firm performance.

Examining employees’ excessive risk-taking decisions is important for at least 
two reasons (Sprinkle et  al. 2008). First, performance frequently is a function of 
both effort and risk-taking decisions (Bolton et al. 2015a). For example, investment 
managers are responsible for selecting projects that vary in risk (capital allocation 
decisions) and implementing selected projects. Second, a firm’s CSR practices may 
differentially affect employees’ effort and risk-taking decisions. A firm’s CSR pro-
gram features that induce high effort may differ from the features that encourage 
(excessive) risk-taking. Inducing employees to perform unappealing work tasks is 
fundamentally different from choosing between risky alternatives. Indeed, while 
prior research points to a positive relationship between a firm’s CSR commitment 
and employees’ willingness to provide effort (Charness et  al. 2016; for a review, 
see Gond et  al. 2017; Tonin and Vlassopoulos 2015), our results demonstrate the 
boundaries of increasing the level of employee empowerment. A high level of 
employee empowerment (i.e., personal involvement in choosing the charity) causes 
employees to engage in motivated reasoning (Kunda 1990), making them believe 
in the probability of receiving the highest possible payoffs.5 These findings illus-
trate the economic importance of disentangling performance into its fundamental 

3  For further details see https://​givin​gusa.​org/​giving-​usa-​2017-​total-​chari​table-​donat​ions-​rise-​to-​new-​
high-​of-​390-​05-​billi​on/ (accessed on 21.01.2019).
4  Note that our experimental investment context concentrates on excessive risk-taking ignoring that 
some risk-taking is desirable or even necessary in practice, as is the case for investment options with a 
positive net present value. This design choice provides a clear decision rule (any further risk taken is det-
rimental for all parties involved), thus ensuring a high internal validity.
5  Likewise, Sprinkle et  al.(2008) illustrate that, from an individual wealth maximization standpoint, 
a tradeoff exists between eliciting effort and encouraging profitable risk-taking decisions. Control and 
reward systems that motivate organizationally desirable behavior along one primary dimension of perfor-
mance can simultaneously induce actions detrimental to the firm on another dimension of performance.

https://givingusa.org/giving-usa-2017-total-charitable-donations-rise-to-new-high-of-390-05-billion/
https://givingusa.org/giving-usa-2017-total-charitable-donations-rise-to-new-high-of-390-05-billion/
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determinants, neither neglecting one performance dimension nor confounding the 
effort and (excessive) risk-taking decisions (Sprinkle et al. 2008).

Finally, we corroborate fieldwork which concludes that firms increasingly empha-
size a management control system focused on the communication of values and 
social influence (Heinicke et al. 2016; Marginson 2009) and document under which 
circumstances “cultural control” occurs. Our conclusion that personal accountability 
and controllability (via personal involvement) are the key integrating control mecha-
nisms for firms engaging in corporate giving extends the growing literature on cul-
tural control (Heinicke et al. 2016; Kennedy and Widener 2019). We show that too 
low or high controllability impacts excessive risk-taking behavior. Our results may 
help firms design an appropriate social value incentive system to maintain or alter 
excessive risk-taking behavior patterns: too much freedom (e.g., choosing the char-
ity) may be counter-effective.

The paper proceeds as follows: Sect. 2 reviews the literature and provides back-
ground information on charitable giving and excessive risk-taking. Section 3 devel-
ops our hypotheses. Section 4 outlines the experimental design. Section 5 presents 
the results, and Sect. 6 discusses and summarizes the results.

2 � Theory and related literature

2.1 � Excessive risk‑taking

Employees’ excessive risk-taking, defined as the risk associated with business deci-
sions exceeding levels in firm owners’ interests (Brink et  al. 2017; Eriksen and 
Kvaløy 2017), can jeopardize firm sustainability. Exchanging a lower expected 
value for a greater variance puts a strain on the firm’s risk-bearing ability. Although 
there is always the chance of a big payoff, excessive risk-taking behavior also has a 
high potential for consequential loss and, on average, reduces wealth (speculative 
dealings with an expected value < 1; Lefebvre and Vieider 2013). Not only does 
excessive risk-taking run counter to a for-profit firm’s value-maximizing objectives, 
but it may also harm society at large. In particular, financial sector professionals 
have been accused of taking excessive risks on behalf of others (Andersson et  al. 
2016; Cohn et  al. 2017). Tournaments, stock option plans, and other asymmetric 
rewards have been blamed for stimulating excessive risk-taking beyond the banking 
sector (Eriksen and Kvaløy 2017; Sanders and Hambrick 2007). Due to relatively 
high amounts of contingent pay (i.e., structural differences in their payoff functions), 
equity investors often have incentives to take excessive risks to increase their profits 
at the expense of debt holders and other stakeholders (e.g., through overinvestment). 
While these excessive risk-taking incentives have received extensive attention in 
regulatory reforms for executive compensation,6 they do not reflect the widespread 

6  Such regulations are often predicated on the belief that decreasing the contingent portion of these 
monetary incentives (i.e., pay linked to earnings per share indicators) will reduce potential agency costs 
(Brink et al. 2017). In this terminology, our study explores a potential agency (i.e., contracting) benefit 
(Balakrishnan et al. 2011), that is a CSR instrument to diminish excessive risk-taking behavior.
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use of non-executive risk-taking incentives in practice (Murphy 2013). More than 
half of U.S. corporations employ some tournament schemes, where all types of 
employees—ranging from production-line workers to salespersons to mutual fund 
managers—compete for promotions, bonuses, or prizes (e.g., “employee of the 
year” awards) (Backes-Gellner and Pull 2013). A malfunctioning reward system 
may create unsustainable norms, self-regarding beliefs, and maladaptive paradigms 
that encourage employees at all levels to make “high-variance” rather than “good” 
investments (Cohn et al. 2017; Conyon et al. 2011). This study incorporates other 
stakeholders into employees’ daily investment decisions and links risk-taking and 
responsibility for others to inhibit excessive employee risk-taking.

2.2 � (Excessive) Risk‑taking on behalf of others

An employee’s risk-taking choices affect others (Trautmann and Vieider 2012), 
including the firm’s stakeholders (e.g., firm owners, customers, and employees). For 
socially responsible firms, they also extend to the beneficiaries of that responsibility. 
In our setting, because the firm has corporate giving programs, the charity’s recipi-
ents are also firm stakeholders, and therefore an employee’s risk-taking decisions 
have implications for the charity.

A small but growing stream of research investigates how people take risks with 
“other” people’s money. These studies combine risk and responsibility to examine 
risk-taking behavior when decision-makers are accountable to another individual 
(e.g., Andersson et al. 2016; Pahlke et al. 2015) or group (e.g., Bolton et al. 2015b). 
Consistent with the saying “better safe than sorry,” the studies corroborate the 
notion that perceptions of social responsibility, or accountability, are associated with 
caution (Bolton et  al. 2015b). Feeling responsible for other people’s money tends 
to motivate more careful investment strategies (Pollmann et al. 2014; Weigold and 
Schlenker 1991). A decision maker’s responsibility or care for other people’s fortune 
(Charness and Jackson 2009) appears to align risk behavior more closely to the ben-
eficiaries’ interests (Lefebvre and Vieider 2013).

We build on this reasoning when researching whether excessive risk-taking can 
be reduced by linking an investment decision to a charity. A charity’s known finan-
cial needs heighten employees’ altruism preferences, feelings of social responsibil-
ity, and inequality aversion (Andreoni and Miller 2002; Fehr and Schmidt 1999). We 
argue that such social or other-regarding preferences (Cooper and Kagel 2016) are 
likely to offset a decision maker’s propensity for excessive risk-taking. Employees 
should have an incentive to protect and bolster their firm’s, their own, and a char-
ity’s financial health: excessive risk-taking behavior is contrary to the idea of firm 
sustainability.

2.3 � Beyond the principal‑agent contract: an organizational setting with social 
norms

Grounded in economics, agency theory models the firm as a nexus of contracts 
between principals who delegate services and agents who perform them (Jensen and 
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Meckling 1976). As employees (i.e., agents) do not bear the full wealth effects of 
their decisions, employees’ risk orientation may not be perfectly aligned with that 
of the firm owners (i.e., principals). For example, overinflated equity compensation 
practices and a one-sided emphasis on yield may cause employees to incur unsus-
tainably high debt levels (i.e., creating a malfunctioning incentive contract), result-
ing in principal-agent conflicts (Jensen and Meckling 1976; Till and Yount 2019). 
Firms minimize these conflicts through corporate policy and risk governance. Risk 
governance aims to establish supervisory and incentive mechanisms that align 
employees’ risk orientation with firm owners’ interests. Identifying those motivators 
is central to addressing principal-agent conflicts and strengthening a sustainable firm 
risk culture.

The traditional “homo economicus” model which underlies the agency theory-
based research in this field, relies on pecuniary incentive components. In its simplest 
form, agents are assumed to be purely self-interested and have private utility increas-
ing in earnings (Rebitzer and Taylor 2011). They do not attach the same value to 
more socially sophisticated elements, such as social norms or desires for altruism 
and charitable activities unless these elements will somehow affect an employee’s 
wealth.

Recent research is challenging the notion that employees are narrowly self-inter-
ested (Till and Yount 2019); instead, employees care for the proceeds generated for 
needy others, in addition to their own (Berg and Gigerenzer 2010). By sticking to 
social norms and displaying generally respected modes of conduct, people view 
themselves favorably: they are altruistic, generous, and helpful (Tonin and Vlasso-
poulos 2013). Individuals derive private value from the act of helping (Imas 2014; 
Rotemberg 2006); that is, they experience an emotional reward, the feeling of a 
“warm glow.” Firms can leverage individuals’ taste for altruism in several ways. For 
example, they can connect a work task to a meaningful outcome (Ariely et al. 2008) 
or emphasize the impact of tasks (Grant 2008) through corporate giving.

To investigate how firms may capitalize on employees’ social or other-regarding 
preferences (Cooper and Kagel 2016), especially their taste for altruism, Sitkin and 
Pablo (1992) identify three elements explaining employees’ risk behavior within a 
firm: individual characteristics, problem-related characteristics, and organizational 
characteristics. Their risk framework refines traditional principal-agent theory which 
is generally silent concerning the potential for social norms of other-regarding 
behavior to emerge in employees. For social norms to matter to an employee’s util-
ity, they have to be efficacious—and to be efficacious, they must be salient. Essen-
tially, situational cues lead an employee to interpret the decision context as one to 
which a given norm applies, pay attention to the norm, and conform to it (Bicchieri 
2006, 2008). Positive motivational effects can be obtained by linking what employ-
ees value—or want to avoid—to measured outcomes (Nelson 2012). Beyond cash, 
firms use social incentives and integrate them into employees’ total reward and com-
pensation package to guide their risk-taking (Nelson 2012; Sprinkle and Maines 
2010).

Whereas some CSR incentive programs personally involve employees, mak-
ing the individual employee accountable, other programs and program features 
more indirectly influence individual responses to work and dealing with risk (e.g., 
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employees’ beliefs or perceptions concerning a firm’s involvement in CSR). As 
such, the firm’s incentive structure (economic incentives vs. economic and social 
incentives) communicates its objectives and sets its core values (profit-orientated 
goals vs. profit-orientated and social goals).

While “the role of ‘value systems’7 as a mechanism of management control” 
(Marginson 2009, 7) and the need for “an accountability-oriented control system” 
(Merchant and Otley 2006, 792) are generally acknowledged, the role of CSR and 
an employee’s personal accountability and empowerment in CSR play in the sys-
tem is still open to debate. Burbano (2016) documents that employees respond to 
a socially responsible message about an employment situation with lower wage 
claims. Firms engaged in prosocial programs are viewed as more likable and more 
trustworthy (Burbano 2016; Fehrler and Przepiorka 2016). Employees reciprocate 
such prosocial signals with desirable, norm-compliant behavior (Kajackaite and Sli-
wka 2017).  Hence, the mere presence of corporate giving changes the way deci-
sion-makers mentally frame the situation, causing them to perceive the firm as one 
that “does good.” As such, CSR actions likely foster the relational contract between 
employees and the firm (Valentine and Fleischman 2008).

Similarly, Durden (2008, 671) notes that “informal [or relational] control [is 
a] key aspect in developing a management control system that incorporates social 
responsibility considerations” and thus is central to risky organizational decision-
making. Management control systems shape employees’ practices and support strat-
egy. If used appropriately, these systems push employees toward socially sustain-
able business decisions (Gond et al. 2012). Based on these findings, we expect that 
a firm’s CSR activities, such as charitable contributions, will spill over to internal 
firm dealings (e.g., an employee’s investment decisions), resulting in less excessive 
risk-taking behavior and a higher firm value.

3 � Hypotheses development

3.1 � Effect of charitable giving tied to overall firm profits on excessive risk‑taking

Senior management’s corporate strategy and mission statements incorporate CSR 
initiatives. Contributions (i.e., corporate giving programs) are often based on firm-
wide performance. This message from the top conveys a signal to employees that the 
firm is socially responsible (“pro-CSR tone”) and sets a norm as to what is appro-
priate (Church et al. 2019). A firm that supports and engages in a prosocial activity 
tends to refrain from irresponsible, unsound, potentially harmful business decisions 
(e.g., excessive risk-taking). Rather, responsible and sustainable decision-making 

7  In management control terminology, value systems are “the explicit set of organizational definitions 
that senior managers communicate formally and reinforce systematically to provide basic values, pur-
pose, and direction for the organization” (Simons 1995, 34). Value systems serve to inspire, guide, and 
motivate behavior through the use of broad value-laden concepts (Simons 2000; Mundy 2010) allowing 
employees to engage in responsive actions (Heinicke et al. 2016).
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is preferred (Benabou and Tirole 2010; Bowles and Polanía-Reyes 2012; Joshi and 
Li 2016). Social norm activation theory (Bicchieri 2006) posits that an individual’s 
perceptions of expected behavior trigger concerns about complying with the norm 
(i.e., the expected behavior). Costly prosocial activities like corporate giving are 
likely to be a salient aspect of the employment setting, thus activating a norm of 
employee other-regarding behavior (Douthit et al. 2019). Because employees derive 
utility, or a “warm glow” feeling (Andreoni 1990), from helping others (i.e., the firm 
and/or charity), we assert that this social norm-based influence from the top will 
restrain employees from taking excessive risk. Employees will reciprocate the firm’s 
socially responsible message with norm-compliant behavior (Kajackaite and Sliwka 
2017; Noreen 1988).

Our conceptual mediation model (Fig.  1) illustrates how the presence of cor-
porate-level giving affects employees’ perceptions of the firm’s prosocial business 
practices, a signal of senior management’s expectations of employees’ risk-taking 
behavior. Corporate giving communicates to employees that excessive risk-taking 
on behalf of the firm is unwelcome because excessive risk-taking behavior can 
endanger the firm’s financial viability and its prosocial direction. We expect employ-
ees’ decision problems to be framed in terms of other-regarding and society-serving 
objectives when a portion of overall firm earnings is donated to charity: overly risky 
behavior would not comply with the firm’s norm of other-regarding behavior. All 
else equal, the presence of corporate-level giving should lead employees to men-
tally frame the firm as one that “does good”8 and also induces employees to employ 
“healthy” risk levels that serve the firm’s prosocial practices.

However, due to their indirect and broad nature, corporate-level donations are not 
directly tied to individual employees’ daily work, and thus an employee’s contri-
bution is not transparent. Firm-based performance measures aggregate the relation-
ship between specific activities (e.g., risk-taking decisions) and their consequences. 
Therefore, such obscure measures are inadequate for understanding the impacts of 
an employee’s excessive risk-taking decisions. Rather, corporate-level giving may 
be best imagined as a portfolio of projects—some of which have positive impacts, 
others with negative impacts and still others with small or no net prosocial impacts 
(Corbett et al. 2018). Consequently, donations at the corporate level are remote from 
the employee and bring about controllability problems (Merchant and van der Stede 

8  An alternative explanation is that managers may engage in philanthropic impression management and 
opportunistic window dressing. Especially firms with legitimacy concerns are likely to engage in such 
activities to conform to expected social behavior and stakeholder demands and, in turn, to obtain, protect 
or restore their social license to operate (Aguilera et al. 2007; Chen et al. 2008; Du and Vieira 2012; Fila-
totchev and Nakajima 2014). For example, Gond et al.. (2012) observe that many firms hide behind sus-
tainability rhetoric in their mission statements to reconstruct an eroded legitimacy. Taking a behavioral 
perspective, Cassar and Meier (2017) show that the functioning of prosocial incentives depends on how 
employees perceive the firm’s intentions for using those incentives and not just the direct effect of the 
incentives for the good cause. If prosocial incentives are seen as being used strategically, i.e., the firm’s 
perceived intention is to benefit from the prosocial incentives, employees view the firm as less prosocial 
and react unfavorably to the incentives. Corporate-level giving, if used strategically, can backfire, i.e., 
create a negative signaling value of the firm’s type that possibly outweighs its intended (excessive risk-
reduction) effect.
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2017). These donations precipitate a “diffusion of responsibility” (Charness and 
Jackson 2009; Latané and Nida 1981) since only a few top senior managers in the 
firm, i.e., those who can make strategic decisions, significantly influence them. They 
say little about the performance and excessive risk-taking decisions of individuals 
lower in the firm’s hierarchy. As a result, because corporate-level giving is outside 
an employee’s purview and control (and sometimes awareness), it may lose any indi-
vidual employee’s value or incentive effect.

Since there has been little prior research as to whether corporate-level giving 
is salient enough to prime or activate a norm of other-regarding behavior, our first 
hypothesis is as follows, stated in the null:

H1  Relative to no giving at the corporate level, the norm activation effect of corpo-
rate-level giving is not associated with an employee’s excessive risk-taking behavior.

3.2 � Effect of charitable giving tied to project‑level performance on excessive 
risk‑taking

In deriving our second hypothesis, we add to senior management’s “pro-CSR tone” 
(i.e., giving to charity) with perceived accountability. Pirson and Turnbull (2016) 
argue that decentralized corporate governance structures handle CSR complexity 
better than centralized structures. Church et al. (2019) observe that large corpora-
tions often decentralize CSR decision-making to facilitate CSR implementation and 
promote morale. In these corporations, after senior management has determined 
the overall CSR strategy, middle managers’ and rank-and-file-employees’ invest-
ment decisions are linked to CSR (e.g., using project-level performance as the 
measurement basis for decision-making). In this case, project-level performance 
directly determines the amount of charitable giving which the individual employees 
achieve—unlike a corporate giving program established at the top of the firm that 
socially influences or primes the individual employees lower in the hierarchy with 
its prosocial signals radiating to them (H1).

In this setting, the amount the firm donates to charity is tied to the success 
of an individual employee’s specific projects (project-level giving) rather than 
overall firm success. The project setting is employee-centered and reduces the 
“diffusion of responsibility” inherent in corporate-level giving programs focus-
ing on senior management’s CSR policy. Employees move from being influenced 
(H1) to being personally responsible (H2) as they perceive control over and feel 
personally accountable for the project outcome. Following accountability the-
ory (Lerner and Tetlock 1999), the perceived importance or salience of exces-
sive risk-taking consequences will be greater than when corporate-level deci-
sion-making conceals an individual contribution (Merchant and van der Stede 
2017). Linking project-level performance to charitable giving makes harming 
the welfare of “others,” i.e., the potential loss to the charity, more transparent to 
employees and has a greater effect than when giving is based on overall corpo-
rate performance. Employees “should be able to see more clearly how the design 
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of social projects affects specific social and economic outcomes for the [chari-
table recipients] and how they benefit the organization along the same outcome 
dimensions” (Salazar et al. 2012, 176).

Employees thoroughly evaluate the investment problem and the available 
options to choose the option most clearly defensible due to feelings of control-
lability and personal accountability (Simonson and Nye 1992). Decision-makers 
attach weight to the loss-probability of excessive risk allocations and view such 
an investment as overly loss-prone. Employees dislike feeling accountable for 
relatively probable negative outcomes, and personal accountability deters harm-
ing others (Hall et  al. 2007). For employees in charge of the investment pro-
ject, excessive risk-avoiding behavior becomes relatively more important. They 
understand their responsibility for a poor outcome to the firm and, by extension, 
to the charity and anticipate guilt, regret, or dissatisfaction (Pham 2007). Cet-
eris paribus, as shown in Fig. 2, we expect that the positive (i.e., excessive risk-
diminishing) effect between the corporate giving program and excessive risk-
taking is mediated through the impact of employees’ perceived accountability 
for charitable contributions.

To summarize, because the investment outcome is within their scope of 
responsibility, employees perceive personal accountability to decide in the firm’s 
and the charity’s best interests, i.e., engage in less overly risky behaviors. Thus, 
we expect the project-level giving contract to encourage a more conservative 
approach (i.e., a cautious shift) and align risk-taking decisions with corporate 
economic goals. Formally, our second hypothesis is in the alternate form:

H2  Relative to corporate-level giving, the personal responsibility effect of project-
level giving decreases employees’ excessive risk-taking behavior.

Presence of Corporate 
Giving Program 

(absent, present)
-- Social influence --

Social norm 
activationa

Link 2b

0.0613 
(z =-0.62,
p = 0.53)

Fit Statistics: 
SRMR = 0.045
Note: model was fitted 
with vce(robust).

-0.3788*** 
(z = -3.79,
p = 0.00)

Link 2a

Employees’ excessive 
risk allocationb

Financial Risk 
Propensity 

-0.1399
(z = -1.55,
p = 0.12)

+0.1286
(z = 1.30,
p = 0.19)

Link 3

Link 1

Fig. 1   Theoretical mediation model for H1. *, **, *** significant at the 0.10, 0.05, and 0.01 levels, 
respectively. It shows the standardized path coefficients for the model that uses the presence of the corpo-
rate giving program (vs. no-giving) as independent variable to test H1 (n = 99). aSocial norm activation 
represents answers provided on an eleven-point-Likert scale (1 = very untrue of me; 11 = very true of 
me) for the following item: Senior management’s stated goals affected my investment decisions in the 
way that I allocated more points to investment alternative A. bEmployees’ excessive risk allocation is the 
mean excessive risk allocation over all ten rounds, comparing the no-giving with the corporate-level giv-
ing, project-level giving and charity selection conditions
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3.3 � Employee involvement in charity selection and its impact on excessive 
risk‑taking

Next, we explore the effect of employees’ participation in selecting the charity as 
the project’s payoff beneficiary. The employee’s empowerment shifts from personal 
responsibility (H2) to personal involvement (H3). Since the employee chooses the 
charity, the firm’s prosocial mission likely matches employees’ individual needs and 
beliefs (Koppel and Regner 2014; Smith 2016). Employee involvement in charity 
selection provides a better mission match with the charity type and purpose, leading 
to higher emotional proximity. Recently, Resh et  al. (2018) propose that “mission 
match” and identification with the organization’s mission are more significant than 
broad-based, other-regarding, or societal orientations which persistently increase 
employees’ prosocial effort. But theory and research leave it open whether this find-
ing can also be generalized to excessive risk-taking behavior.

If project specificity, personal connection, and emotional proximity were the 
mechanisms for excessive risk-taking mitigation, we would expect charity selection 
to have the lowest level of excessive risk allocations. The idea is that employees 
sympathize more strongly with the charity and its objectives (Akerlof and Kranton 
2005; Small and Simonsohn 2008) when selecting the charitable cause than when 
the firm’s senior management holistically selects on behalf of the firm. Given this 
sympathy, employees may be more motivated to decide in the best interests of their 
chosen charity (Charness and Gneezy 2008; Montinari and Rancan 2018). We 
expect employees to make more careful and conservative decisions for a socially 
close charity to provide the highest expected payout.

However, active engagement and empowerment in a firm’s CSR issues could lead 
to irresponsible decision-making due to motivated reasoning (Kunda 1990). Moti-
vated reasoning means that individuals tend to access and interpret available infor-
mation consistent with their preferences and expectations, especially when they have 
a strong emotional stake in the decision. Personal involvement in the charity selec-
tion process creates an emotional stake that may make an employee engage in moti-
vated reasoning—based on what the employee wants to believe. Charity selection 
may shift employee motivation from being “an appropriate investment allocation” 
(accuracy goal) to “reaching a desired investment outcome” (directional goal) for 
the selected charity. This new focus causes employees to emphasize the favorable 
project outcome and ignore the possibility of a loss (Hales 2007). Such an emotional 
or irrational response may arise since customized charitable contributions stem from 
the heart (Small 2011), and affective responses to vivid objects tend to be more 
extreme than reason-based assessments (Pham 2007).

Further research highlights that pleasant emotions such as enthusiasm trigger 
generally optimistic risk assessments (Druckman and McDermott 2008 and the ref-
erences cited here). People judge risk by what they think and how they feel about it 
(Slovic and Peters 2006). Given that employees feel favorable towards the selected 
charity, they are more likely to judge the risks (benefits) of a risky option as low 
(high) (affect heuristic; Slovic et  al. 2007). Although the odds of a large gain are 
extremely low, a risky decision could lead to a large gain and enhance the char-
ity’s welfare more than the less risky option. As employees become more personally 
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involved in CSR decision-making, they will likely experience unpleasant emotions 
related to the prospect of not taking the risky option. Specifically, they will antici-
pate regretting having waived the favorable investment outcome. Employees’ atten-
tion moves from the security potential of investments (i.e., where they focus on the 
worst possible outcomes and weigh them heavily in decision-making) to aspiration 
(Luft and Shields 2009; March and Shapira 1992). Their impact on their chosen 
charity in mind may drive employees to emphasize the best possible outcomes and 
weigh these outcomes more heavily in risky decision-making. Consequently, they 
are willing to undertake high-risk, high-return projects.

Since theory and extant literature are relatively unambiguous as to which of the 
competing forces prevails, we posit the following hypothesis:

H3  Personal involvement in designating the recipient charity increases employees’ 
excessive risk-taking when giving is tied to project-level performance.

4 � Method

4.1 � Experiment design, manipulated variables, and task description

To test our hypotheses, we conduct a 1 × 4 × 10 mixed-design laboratory experiment. 
We vary between subjects, the presence and type of the corporate giving program 
among four treatment conditions: no giving, corporate-level giving, project-level 

Type of Corporate Giving 
Program 

(corporate-level, project-level)
-- Personal social responsibility --

Employees’ perceived 
accountability for 

charitable 
contributionsa

Link 2b

0.1973*
(z = 1.74,
p = 0.08)

Fit Statistics: 
SRMR = 0.046
Note: model was fitted 
with vce(robust).

-0.3199** 
(z = 2.44,
p = 0.01)

Link 2a

Employees’ excessive 
risk allocationb

Link 3

Financial Risk 
Propensity 

-0.0529
(z = -0.44,
p = 0.66)

+0.1100
(z = 0.90,
p = 0.37)

Link 1

Fig. 2   Theoretical mediation model for H2. *, **, *** significant at the 0.10, 0.05, and 0.01 levels, 
respectively. Figure 2 shows the standardized path coefficients for the model that uses the type of the 
corporate giving program (corporate-level vs. project-level) as independent variable to test H2 (n = 70). 
aEmployees’ perceived accountability for charitable contributions, a two-item principal factor (eigen-
value = 1.33, explained variance = 1.16), is derived by using factor analysis. It represents answers pro-
vided on an eleven-point-Likert scale (1 = very untrue of me; 11 = very true of me) for the following 
items: (i) Senior management’s stated goals affected my investment decisions in the way that I allocated 
more points to investment alternative A, and (ii) The fact that a given percentage of my investment deci-
sions’ payoff is donated to charity, influenced my investment decisions in the way that I allocated more 
points to investment alternative A. bEmployees’ excessive risk allocation is the mean excessive risk allo-
cation over all ten rounds, comparing the corporate-level giving condition with the project-level giving 
and charity selection conditions
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giving, and charity selection.9 To rule out one-time effects and detect end-game 
strategies (Schedlinsky et  al. 2018), we conduct ten independent rounds with the 
same performance-based compensation scheme across all rounds and conditions.

Participants make ten identical investment decisions that influence either over-
all firm earnings (no giving and corporate-level giving) or individual project per-
formance (project-level giving and charity selection). In our baseline condition, no 
giving, overall firm profit is distributed to the shareholders, an anonymous group of 
investment decision beneficiaries. Before making investment decisions, participants 
assigned to the corporate-level giving condition learn that 10%10 of the overall firm 
profit donations, including their investment decisions’ payoff, are donated to sen-
ior management’s chosen charity, the American Red Cross. Participants assigned to 
the project-level giving (charity selection) condition learn that 10% of their invest-
ment project’s payoff is directly, i.e., independent of overall firm performance, sent 
to senior management’s identified charity, the American Red Cross (the individual 
participant’s chosen charity). The amount that goes to the charity is calculated simi-
larly across the giving treatments. Any distinction between these treatments is due 
to employee empowerment and, because prosocial norms are highly context-sensi-
tive (Bicchieri 2008), the framing of the charitable contribution.11 Table 1, Panel A, 
depicts the experiment material’s exact wording of the firm’s senior management’s 
stated strategic goals.

We use z-Tree software to conduct our experimental risk-taking task that involves 
the investment decisions (Fischbacher 2007). Based on an adapted version of 
Gneezy and Potters’ (1997) risky lottery, participants receive an endowment of 100 
points to allocate between two investment options. These investment options are 
labeled investment alternatives A and B to avoid framing language effects.12 As long 
as the 100 points remain fully invested, the allocation of the 100-point endowment 

9  We list all the variables we have manipulated and measured for testing our hypotheses within the sup-
plemental data (see Table 1,  Panel B). This list also specifies which are the dependent, independent, and 
covariate variables.
10  While10 percent may be very high and might not reflect the average business context, corporate giv-
ing varies from sector to sector and from firm to firm, and is highly responsive to changes in corporate 
pre-tax dollars as well as GDP. The report, Giving in Numbers: 2018 Edition, found that the top quar-
tile of firms collectively donated at least $55.3 million, or 1.8 percent of their pre-tax profit, up from 
$53 million and 1.7 percent in 2016 with the health care sector firms donating 7.8 (6.0) percent in 2017 
(2016). Moreover, experiments test directional predictions (here, the effect of corporate giving on exces-
sive risk-taking), rather than point estimates. Consequently, the fixed percentage value may influence the 
strength, rather than the direction, of the effect.
11  We thank an anonymous reviewer for this interpretation. “Context-sensitive” or “context-dependent” 
means that different social norms will be activated, or appear appropriate, depending on how a situation 
is understood. Even a small change of the decision frame context may elicit different, even opposite, pref-
erences (Bicchieri 2006).
12  Alternative A has no risk but also no (zero) return. It guarantees a safe repayment of the amount 
invested. By contrast, alternative B has a dyadic payoff structure, resulting in a win of 2.5 times the 
investment or a loss of the entire allocated amount as emphasized with a screen that popped up after 
each investment decision with a “WIN” or “LOSE” message. The investment alternatives A and B are 
explained in more detail in the supplemental data. Figure 1 in the supplemental data illustrates the payoff 
structure resulting from the two alternatives and Table 1 (also enclosed in the supplemental data) depicts 
the expected value calculation of the alternatives.
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is at the participant’s discretion.13 The amount invested in alternative B, our primary 
dependent variable, is our proxy for excessive risk-taking. Economically, each mar-
ginal increment invested in investment B means accepting excessive risk and, due to 
its inferior expected value (ratio of 0.83 to 1), is detrimental to the firm.

The widely used Gneezy and Potters’ (1997) risk elicitation method supports 
loss aversion in financial decisions of both students and professionals (see Charness 
et  al. 2013 for a review). We chose the Gneezy and Potters’ (1997) risky lottery 
because it requires participants to choose between no risk (and no chance of increas-
ing their money through investment) and excessive risk (a chance of increasing their 
money through investment, but at a lower expected value).To obtain a clear decision 
rule, we concentrate on excessive risk-taking as the only risk option (Brink et  al. 
2017; Schedlinsky et  al. 2016). Taking the additional risk has harmful effects on 
the employee, the shareholders, and the charity. If we had broadened our focus and 
added a third positive net present value investment alternative (i.e., with an expected 
value above one) covering (profitable) risk, taking on more risk would have been 
desirable depending on the participant’s risk-taking propensity. Our experimen-
tal approach was to construct a situation where the optimal strategy was to take no 
risk, regardless of the individual participant’s risk-taking propensity (Eriksen and 
Kvaløy 2017) and then vary the charitable giving frame.14 Although the task does 
not distinguish between risk-neutral and risk-averse behavior, controlling for attitude 
toward risk, the amount allotted to alternative B provides a fairly good metric for 
capturing treatment effects in excessive risk-taking behavior (Charness et al. 2013). 
Individuals choose among risky prospects by balancing the value of the possible 
consequences, comparing all available options and possible outcomes, and incorpo-
rating factors of the business environment (Mellers 2000; Simonson 1989). In our 
simplified decision-making environment, by construction, the less employees invest 
in alternative B, the less they destroy firm value and the more they act in their firm’s 
best interests. The investment outcome of the most recent investment decision (total 
investment payoff) and the allocation to the participants and to charity, respectively, 
are reported at the end of each round (of the experiment).

4.2 � Participants

The participants were recruited from a large Midwestern US university. In total, 
129 students took part in the experiment. Students who answered at least one out 
of three manipulation check (MC) questions incorrectly (30) were excluded from 

13  A calculation formula and an understanding check expressly indicate that an allocation of zero to 
either alternative is valid. Across all rounds 12.22 percent of the participants made no allocation (i.e., 
invested zero points) to the risky option (alternative B).
14  A post-experimental question asks about the riskiness of investment alternative B (eleven-point-Likert 
scale: 1 – not at all risky; 11 – extremely risky). Participants’ mean responses of 8.51 are significantly 
above the scale’s midpoint (t = 13.03; p < 0.001), with no significant differences between conditions 
(F = 0.48, p = 0.6950).
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Table 1   Extracts from the experimental materials and variables

Panel A shows the experimental instruction’s precise wording of our manipulated variable, i.e., the pres-
ence and type of the corporate giving program. Differences between conditions are highlighted. Panel B 
describes the manipulated and measured variables of our RM-ANCOVA (see Table 4, Panel A)

Panel A: experimental conditions
No giving “the firm’s senior management’s stated goal is to make profits (i.e., 

generate a return on investment).”
“financial gain is the only criterion used to determine the choices 

made by the firm’s senior management.”
Corporate-level giving “the firm’s senior management’s stated goals are to make profits (i.e., 

generate a return on investment) and to be charitable (i.e., tying 
overall firm profit to charitable giving).”

“besides financial gain, charitable criteria are used to determine the 
choices made by the firm’s senior management.”

Project-level giving “the firm’s senior management’s stated goals are to make profits (i.e., 
generate a return on investment) and to be charitable (i.e., tying 
your specific investment project profits to charitable giving).”

“besides financial gain, charitable criteria are used to determine the 
choices made by the firm’s senior management.”

Charity selection “the firm’s senior management’s stated goals are to make profits (i.e., 
generate a return on investment) and to be charitable (i.e., tying 
your specific investment project profits to charitable giving).”

“besides financial gain, charitable criteria are used to determine the 
choices made by the firm’s senior management.”

Panel B: list of variables
 Dependent variable

Excessive Risk-taking Excessive risk allocation as the number of points 
allocated to investment alternative B.

 Independent variables
Corporate Giving Program The presence and type of the corporate giving 

program. This between-subjects variable is 
manipulated at four levels: no giving, corporate-
level giving, project-level giving and charity 
selection.

Round A within-subjects factor. In total, apart from the 
two trial rounds, ten rounds of the experiment 
are conducted.

 Covariates
Financial Risk Propensity Factor The measure for participants’ risk propensity in 

the financial risk decision domain. This prin-
cipal factor is derived through factor analysis 
using six items placed in the pre-experimental 
questionnaire (see Table 3, Panel A). Financial 
Risk Propensity, a persistent but not stable trait, 
is the reported level of an individual’s financial 
risk-taking tendency.

Altruism Factor The measure for participants’ prosocial disposi-
tion. This principal factor is derived through 
factor analysis using six items placed in the 
post-experimental questionnaire (see Table 3, 
Panel B).
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the statistical analysis.15 The resulting population consisted of 99 participants (MC 
sample), 48 females (48.48%) and 51 males (51.52%).16 Their mean (median) age 
was 22.45 (21) years, with 90% between 19 and 27. Most participants reported their 
major as accounting (44.44%), finance (27.27%), or marketing (18.18%), and they 
were primarily enrolled in undergraduate-level courses (84.85%); the remaining 
ones were graduate students. Nearly all participants (95%) had attended at least one 
college-level math class. There are no significant differences across our four condi-
tions in terms of gender, age, lab experience, current year of study, current grade 
status, current overall grade, and attendance of business ethics, finance, and math 
classes (all p > 0.10).17 Our experiment considers students a representative pop-
ulation since work experience or specialized knowledge is not needed to test our 
proposed causal relationship between charitable giving and excessive risk-taking. 
Experiments on social preferences conducted with students typically set the lower 
bound for prosocial behavior (Belot et al. 2015; Cooper and Kagel 2016), especially 
when economics students participate in experiments (Cappelen et al. 2015).

4.3 � Experimental procedures

Upon arrival, the participants were randomly assigned to one of the four conditions. 
The participants first read instructions that provided general information about the 
experiment, outlined the session’s procedures, and then answered questions designed 
to measure their risk propensity from the Domain-Specific Risk-Taking (DOSPERT) 
scale (Blais and Weber 2006). We selected twelve questions covering decision situ-
ations in the financial and social risk domain. The question sheet differentiates 
between the main risk propensity scale (1 = extremely unlikely; 11 = extremely 
likely) and a risk perception subscale (1 = not at all risky; 11 = extremely risky). 
A high (low) risk propensity (risk perception) score indicates a high probability 
of being risk-seeking in domain-specific decision situations.18 While we collected 
risk propensity data at the outset of the experiment, the four-item risk perception 

15  The three MC questions were (i) What is your share in the payoff of your investment decisions? (MC 
1: Personal share), (ii) Who chose the beneficiary charity of your investment decisions? (MC 2: Method 
of charity selection) and (iii) To what is charitable giving primarily or directly linked? (MC 3: Charita-
ble giving link). 122 out of 129 (94.57 percent) answered MC 1 correctly. MC 2 and MC 3 had only been 
part of the giving treatments and 91, respectively 79 students out of 99 (91.92 respectively 79.80 percent) 
answered these questions correctly. We can speculate why this many students failed to answer all MC 
questions correctly. Since the initial comprehension quiz was quite detailed, and the instrument was long, 
we conjecture that students failed to answer all MC questions correctly due to fatigue. The instrument 
was long.
16  As outlined later, the initial comprehension quiz indicated that all participants had entirely understood 
the experimental instructions. For comparison, while we report the results based primarily on the smaller 
sample (n = 99), we reran all the analyses, including the 30 participants who failed the MC. Importantly, 
the results with the full sample of 129 participants are inferentially identical.
17  Unless stated otherwise, all p-values are reported on a two-tailed basis.
18  There is considerable variance in the estimation of risk: the same set of circumstances is evaluated 
differently among individuals. To ensure that organizational characteristics, i.e., the presence of corpo-
rate-level giving, rather than the individual risk profile are driving our results, we measure both indi-
vidual risk propensity and risk perception and integrate the former as a covariate into our analysis.
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scores were gathered after the investment task had been completed. Thus, we can 
determine if our framed charitable giving manipulation was strong enough to alter 
the participants’ risk perceptions relative to their initial risk propensity (Blais and 
Weber 2006; Sitkin and Pablo 1992). Moreover, eliciting risk preferences ex ante 
allows for an undistorted measure of individual risk propensity (Brink et al. 2017; 
Schedlinsky et al. 2016).19

Next, the participants read the second set of experimental instructions and com-
pleted a comprehension quiz on the experimental instructions. Participants were 
required to answer all understanding check questions correctly before the session 
continued.20 Participants in the giving treatments reviewed fact sheets about the 
American Red Cross (corporate- and project-level giving) and the other charities 
(charity selection). Participants in the charity selection treatment-group (charity 
selection) selected their charity.21

After two practice rounds and ten rounds of the investment task, participants 
completed a post-experimental questionnaire. In addition to process-related data and 
the DOSPERT scale mentioned above, the post-experimental questionnaire covers 
other personality-related influences. Specifically, we control for participants’ proso-
cial disposition using a reduced version of the self-reported altruism scale (Rushton 
et al. 1981) and select suitable dimensions from the Revised NEO Personality Inven-
tory (Costa and McCrae 1992). Finally, the post-experimental questionnaire includes 
MCs and demographics. Because all the data was recorded without personal identi-
fiers, our procedures guaranteed participant anonymity. Figure 2 of the supplemental 
data illustrates the experiment’s steps in chronological order.

19  It is common in accounting experiments to measure participants’ risk preferences upfront (e.g., Brink 
et al. 2017; Kreilkamp et al. 2020). We acknowledge that participants could have connected the measure-
ment of their personality with the task in the experiment. However, since the risk propensity elicitation 
instrument was constant across treatments, it does not take away from the observed differences.
20  A sample question was “How many investment alternatives are you given in each round? Please indi-
cate the number of investment alternatives given.” On average, it took the participants 12.75 s for a true/
false-statement, 17.25 s to specify the correct input for an open question with free text responses, and 
37.25 s for a single-choice question respectively.
21  There are tradeoffs as to the number of charities used in the experiment. A high number of total chari-
ties makes it more likely for a participant to find a charity that he prefers to support. However, too high a 
number may cause choice overload, meaning that the participants are overwhelmed by the choices in the 
experiment. Similar to topically related experiments (e.g., Brown et  al. 2017), participants must select 
one charity from a menu of ten charities which included brief descriptions of the charities’ activities. 
We do not believe choice overload is a serious issue here, as the charities and their principal work were 
concisely listed on one screen. A survey item placed after the participant has selected the charity reveals 
a significant mission match with Likert-scale responses significantly greater than the scale midpoint 
(t = 15.84, p < 0.001). It took the average participant slightly more than one minute to choose the charity 
and only few participants took more than two minutes for making their decisions.
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4.4 � Monetary compensation and prosocial incentives

During the experiment, all earnings and profits are measured in points, our experi-
mental currency. After converting points to US dollars, each participant earned 
their variable payment in addition to a $4.80 appearance fee and a flat payment for 
answering pre- and post-experimental questions ($8.52 to $9.84).22 The variable 
payment was based on both luck (random draw) and participants’ investment deci-
sions and could range from $0 to $10. To allow for comparison, participants across 
all treatments earned 10% of the payoff from their investment choices. We held the 
percentage of individual variable pay constant to rule out that self-serving beliefs or 
self-regarding (vs. other-regarding) behavior would bias our results (c.f. Haisley and 
Weber 2010). That is, there is evidence that compensation contracts and certain fea-
tures thereof (i.e., levels of incentive pay) affect employees’ (excessive) risk-taking 
behavior (e.g., Brink et al. 2017; Dittmann et al. 2011; Kreilkamp et al. 2019). Since 
our study discusses prosocial features of the firm’s incentive system rather than 
“appropriate” compensation structures, we kept the participants’ variable compensa-
tion structure constant across conditions. We used a variable compensation scheme 
to prime participants to think carefully about their investment decisions and reveal 
their “true” risk-taking behavior (i.e., to ensure incentive compatibility in individual 
decision behavior).23

On average, participants earned $17.82 for approximately 100  minutes of par-
ticipation.24 The maximum (minimum) compensation was $21.17 ($14.86). Like the 
participants’ payments, the charitable organizations’ points were converted to US 
dollars at the end of each session. On average, participants earned $3.57 on behalf of 
the charity. The maximum (minimum) donation per participant was $6.77 ($0.60).

5 � Experimental results

5.1 � Validation of the experimental design

To verify internal design validity and rule out the possibility of personality-related 
traits distorting our results, we check for potential sources of overconfidence 
(Pikulina et  al. 2017) and excessive risk-taking (e.g., Nicholson et  al. 2005). We 
observe that both anxiety (F = 10.35, p = 0.002) and seeking excitement (F = 22.09, 
p < 0.001) explain participants’ risk propensity. However, neither personality-
related trait significantly differs across treatments, nor do narcissism and striving 

22  Participants were paid a piece rate of 3 points or $0.12 US dollars per question. The reported range 
results from a differing number of questions across treatments.
23  To re-examine how a personal stake in the investment outcome impacts excessive risk-taking behav-
ior, another control group would be necessary where only a fixed wage is paid.
24  We present the means for the full sample (129 participants). The average compensation in the MC 
sample aggregated to $17.70, with a maximum (minimum) compensation of $20.16 ($14.86). Individ-
ual remunerations differed similarly from the full sample (baseline $16.78; giving treatments $18.08, 
p < 0.001).
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for  achievement (all p > 0.479). Consequently, randomization appears successful: 
idiosyncratic influences should not interfere with our conclusions.

Using post-experimental questions, we confirm that the level of employee empower-
ment continuously rises, starting from a social norm-based influence on corporate level 
(H1) to personal responsibility on project level (H2), and ending with personal involve-
ment, when employees pick the charity (H3). The first question asked participants to indi-
cate agreement with the statement that they felt the firm empowers its employees. Par-
ticipants’ mean responses on a scale ranging from one (strongly disagree) to 11 (strongly 
agree) increase from 7.93, for no giving, to 9.16, for charity selection and differ signifi-
cantly across treatments (F = 2.29, p = 0.084). Notably, the no-giving condition partici-
pants’ answers differ significantly from those in the three giving treatments (t = −2.31, 
p = 0.023), with answers significantly higher under the project-level giving and char-
ity selection conditions (t = −2.40, p = 0.019). The second Likert scale-item asked par-
ticipants to indicate to what extent they felt they played a part in the firm’s goals and 
activities (one = very untrue of me; 11 = very true of me). Participants’ mean response of 
7.86 (9.00), when giving is absent (present) (t = −2.98, p = 0.004) and ANOVA statistics 
(F = 3.03, p = 0.033) provide corroborating evidence of distinct levels of perceived organi-
zational commitment and employee empowerment across conditions.

Prior research shows that employees who are primarily motivated by a “mission” or 
attach meaning or purpose to their job are happier, exert more effort, and accept lower 
wages (Pratt and Ashforth 2003; Prendergast 2007). Therefore, for our manipulation to 
be successful, it is crucial that participants consider the charity’s mission and work worth-
while and attach meaning to their decisions on risky prospects (Carpenter and Gong 
2016). Indeed, we find that participants in the corporate- and project-level giving con-
ditions (charity selection condition) expressed the deservingness of the American Red 
Cross (their chosen charity). They rated the charity’s mission and work positively, as sug-
gested by the mean response of 9.09 (9.92) which is significantly greater than the scale 
midpoint (t = 11.02 (t = 13.09), both p < 0.001). We conclude that our manipulation was 
successful and induced meaningfulness at work.

5.2 � Descriptive statistics and hypotheses tests

Our primary dependent variable, excessive risk allocation, is measured as the pro-
portion invested in investment alternative B (risky lottery). Table 2 reports the num-
ber of participants per treatment, the means, and standard deviations for all four 
treatments. Figure 3 illustrates the mean excessive risk allocation for our four treat-
ments and all rounds graphically. Over the ten rounds, the average excessive risk 
allocation is lowest under the project-level giving program (36.25 points), higher 
under charity selection (42.04 points). It is highest under no-giving (47.23 points) 
and the corporate-level giving program (48.71 points).

Beyond these between-treatment effects, we also observe marked round effects. 
Comparing the first and last rounds, participants become more risk-seeking over 
time across all conditions (rounds one to five, 41.77 points; rounds six to ten, 45.37 
points, t = −1.78, p = 0.075). Additionally, a relatively strong risky shift emerges 
in the corporate-level giving (rounds one to five, 46.51 points; rounds six to ten, 
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50.90 points, t = −1.04, p = 0.301) and the no-giving treatment (rounds one to five, 
42.80 points; rounds six to ten, 51.66 points, t = −2.37, p = 0.018). In contrast, the 
excessive risk allocation for participants in the project-level giving treatment, where 
the firm’s senior management determines the charity, remains comparatively low 
(rounds one to five, 37.59 points; rounds six to ten, 34.91 points, t = 0.70, p = 0.482). 
Participants who select their charity of choice are moderately willing to take more 
excessive risks over time (rounds one to five, 40.58 points; rounds six to ten, 43.49 
points, t = −0.69, p = 0.494). Preliminary indications suggest that relative to the 
other treatments, project-level giving appears to be the most effective design for 
reducing excessive risk-taking, both in the short and long term.

To test our hypotheses, we performed a repeated-measures analysis of covariance (RM-
ANCOVA), with the number of points invested in investment alternative B (the risky lot-
tery) as our dependent variable. Our first independent variable is corporate giving, meas-
ured in four ways: (i) no giving, (ii) corporate-level giving, (iii) project-level giving, and (iv) 
charity selection. The second independent variable, round, is our within-subject factor. The 
analysis includes the ex-ante (ex-post) measured financial risk propensity (level of altruism). 
Specifically, we use factor analysis to aggregate six items measuring participants’ financial 
risk propensity into a single financial risk-propensity factor (eigenvalue = 2.35; explained 
variance = 0.80). Our measure of individual altruism is derived from Rushton et al.’s (1981) 
self-reported altruism scale, focusing on those items most related to charitable donations and 
prosocial behavior. The original self-report altruism scale (Rushton et al. 1981) is an instru-
ment designed to elicit previous prosocial behavior, including donating money to charity. 
We calculate Cronbach’s alpha to assess the inter-item covariance for all the item pairs and 
determine the constructed scale’s reliability.25 Next, we use factor analysis to combine the 
six items into a single altruism factor (eigenvalue = 1.78; explained variance = 1.20). Table 3 
presents the computed principal factors for financial risk propensity and altruism.

Table 3, Panels A to D, shows the RM-ANCOVA results from our hypotheses tests. 
We find both financial risk propensity and the level of altruism, our covariates, to be sig-
nificantly related to the excessive risk-taking decision (financial risk propensity, F = 11.87, 
p < 0.01; altruism, F = 4.48, p = 0.03). Furthermore, the effects of the presence and type of 
the corporate giving program (“giving”) on participants’ excessive risk allocations are sta-
tistically significant F = 8.14, p < 0.01).26 We employ contrast coding as a post-estimation 

25  While we identify ten items, the highest alpha value is obtained if four items with factor loadings 
below 0.4 are dropped step by step (ten items, α = 0.6823; six items, α = 0.7214). The resulting altruism 
factor consists of the following six items: 1) “I have given money to a charity.”, 2) “I have given money 
to a stranger who needed it (or asked me for it).”, 3) “I have donated goods or clothes to a charity.”, 
4) “I have done volunteer work for a charity.”, 5) “I have bought ’charity’ Christmas cards deliberately 
because I knew it was a good cause.”, and 6) “I have offered my seat on a bus or train to a stranger who 
was standing.” For all items, a higher 11-point Likert score response represents a greater frequency of 
having carried out the altruistic acts. Since one established motive for charitable contributions is pure 
altruism, we control for individual altruism. Altruistic or prosocial behavioral intentions reflect a per-
son’s readiness to improve the well-being of others, most notably of charitable recipients deserving of 
funding (Bekkers and Ottoni-Wilhelm 2016).
26  The main effect of the presence and type of the corporate giving program (“giving”) is also signifi-
cant (F = 3.62, p = 0.01) in an RM-ANCOVA post-estimation test of the full sample. Moreover, the main 
effect for round becomes significant (F = 2.07, p = 0.03) for the full sample (vs. F = 1.23, p = 0.28 in the 
MC sample).
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test to examine the predicted treatment and time effects. Hypothesis H1 is stated in the 
null and posits that, relative to no giving, excessive risk-taking is not lower if corporate-
level giving is present. While we find “giving” to have a significant impact on excessive 
risk-taking (F = 8.14, p < 0.01, Panel A), we fail to find evidence to support that corpo-
rate-level giving decreases excessive risk-taking (F = 0.15, p = 0.69, Panel B). Charitable 
giving at the overall corporate level—a widespread practice—emphasizes senior man-
agement’s CSR objectives. However, these objectives may not be salient for employees, 
and they may be too far removed to spill over to their investment decision-making. We 
further employ the method of orthogonal polynomial contrasts to test for a linear trend. 
As reported in Panel C, the interaction effect between corporate-level giving vs. no giving 
and round is insignificant (F = 1.19, p = 0.28). Hence, participants’ excessive risk alloca-
tion is not significantly different over time between the no giving and the corporate-level 
giving treatment (i.e., no systematic different linear time trends). Collectively, H1 is not 
validated (i.e., cannot be rejected) by the experiment.

Recall that our second hypothesis predicts lower excessive risk-taking when char-
itable giving is directly linked to individual project performance rather than overall 
firm profit. As depicted in Table 4, Panel B, the contrast analysis indicates a sig-
nificant main effect of project-level giving (F = 17.38, p < 0.001).27 The insignificant 
interaction between project-level giving vs. corporate-level giving and round (Panel 
C) indicates that this is not a one-time effect (F = 0.56, p = 0.46), thus providing full 
support for H2. Participants’ excessive risk allocations in the project-level giving 
design remain consistently below corporate-level giving design participants. We 
conclude that project-level giving is effective and persistent in moderating exces-
sive risk-taking behavior. The project-level incentive contract remains salient to the 
employee, and we do not observe a diffusion of personal responsibility in the short 
or long term. The perceived accountability effect of project-level giving appears to 
be long-lasting.

When developing H1, we argue that senior management’s decision to implement 
a corporate-level giving program creates a social influence and activates a social 
norm of other-regarding behavior in employees. The mediation model in Fig.  1 
investigates the effect of the presence of a corporate giving program on excessive 
risk allocations mediated by social norm activation. While we find that social norm 
activation significantly diminishes employees’ excessive risk allocations (Link 2b: 
p < 0.001), both the direct (Link 1: p = 0.12) and indirect effect of the presence of a 
corporate giving program on social norm activation (Link 2a: = p = 0.53) are insig-
nificant. Importantly, when we replace social norm activation with employees’ per-
ceived accountability (Fig. 2), the indirect effect of the type of the corporate giving 
program on employees’ excessive risk allocations is significant (Link 2a × Link 2b; 
p = 0.08 × 0.01), while the direct effect is still insignificant (Link 1; p = 0.66). We 

27  This result remains significant (F = 7.22, p = 0.01) in an RM-ANCOVA post-estimation test of the full 
sample.



379

1 3

The gift that keeps on giving: corporate giving and excessive…

infer full mediation. These results are entirely congruent with the statistical support 
of H2.

Our third hypothesis addresses whether employees’ excessive risk decisions are 
influenced by who selects the charity as the project’s payoff beneficiary (the firm vs. 
the employee). Table 4, Panels A to C, presents the RM-ANCOVA results. Consist-
ent with our initial descriptive analysis and our reasoning, participants make larger 
excessive risk allocations when selecting their charity relative to when senior man-
agement selects the beneficiary charity. We observe a marginal statistically signifi-
cant risky shift (F = 2.87, p = 0.09, Panel B).28 This effect does not vanish over time, 
as indicated by the insignificant interaction charity selection vs. project-level giv-
ing × round (F = 1.43, p = 0.23, Panel C). When employees are empowered to choose 
the benefiting charity, we find that firms are more likely to suffer from excessive 
risk-taking behavior. We conclude an inverted U-shaped curve of effectiveness so 
that employee selection of the beneficiary may negate project-level giving benefits. 
Hence, we identify a potential drawback of corporate giving programs that employ-
ees actively participate in, as outlined in current charitable giving reports (e.g., 
Giving USA Foundation™ 2017). This result is notable as it implies that personal 

Fig. 3   Descriptive statistics per round and treatment (mean). It illustrates the means of the Excessive risk 
allocation (i.e., the stake allocated to investment alternative B) per round and treatment of the MC sam-
ple (n = 99)

28  This result remains significant only on a one-tailed basis (F = 2.01, p = 7.85, one tailed) in an RM-
ANCOVA post-estimation test of the full sample.
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involvement in designating the recipient charity (“employee CSR-empowerment”) 
may encourage employees to engage in risk-seeking behaviors in the hope of a low-
probability but high payoff.

5.3 � Additional analyses

5.3.1 � The subsample of risk‑averse and risk‑neutral participants

This section replicates our tests for risk-averse and risk-neutral participants to fur-
ther substantiate the theory backing our results. Risk aversion is a fundamental 
premise of the principal-agent theory and a core element in standard theories of 
lottery choice, asset valuation, or contracts (Holt and Laury 2002). However, the 
ex-ante classification of risk-averse and risk-neutral versus risk-seeking individu-
als is not uniquely dichotomous. As a general rule, individuals are expected to be 
risk-averse; there is no universal approach to measure an individual’s risk aversion 
(Kreilkamp et al. 2020).

We classify participants as risk-averse based on our measure for financial risk 
propensity. Recall, our measure for a participant’s financial risk propensity is an 
aggregated factor of six survey items taken from the DOSPERT scale (Blais and 

Table 3   Aggregate responses to pre- and post-experimental items (mean [standard deviation])

Panel A reports participants’ financial risk propensity, a synthesis of six items from the DOSPERT scale 
(financial risk domain) and included in the pre-experimental questionnaire. The answers are provided 
on an eleven-point Likert scale, with a high score representing a greater tendency to take risks. The 
(z-standardized) variable Financial Risk Propensity is calculated using principal factor analysis (eigen-
value = 2.35; explained variance = 0.80)
Panel B reports participants’ level of altruism, a synthesis of six items taken from the self-reported altru-
ism scale and included in the post-experimental questionnaire. The answers are provided on an eleven-
point Likert scale, with a high score representing a higher frequency of altruistic behavior (1 = never; 
11 = every time). The (z-standardized) variable Altruism is calculated using principal factor analysis 
(eigenvalue = 1.78; explained variance = 1.20)

No giving Giving Total

Corporate-
level 
giving

Project-level giving Total

(n = 29) (n = 21) Charity 
specification 
(n = 24)

Charity 
selection 
(n = 25)

Total (n = 49) (n = 70) (n = 99)

Panel A: Domain-specific risk factor (n = 99)
Financial 

risk 
propensity, 
calculated

−0.16 0.04 0.04 0.12 0.08 0.07 0.00
[0.74] [0.92] [0.98] [1.02] [0.99] [0.97] [0.91]

Panel B: Self-reported altruism factor (n = 99)
Altruism, 

calculated
0.07 −0.10 −0.12 0.12 0.00 −0.03 0.00
[0.79] [0.81] [0.84] [0.94] [0.89] [0.86] [0.84]
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Table 4   Hypotheses tests

*, **, and *** indicate significance at the 0.10, 0.05, and 0.01 levels, respectively (two-tailed)
a Giving is the presence and type of the corporate giving program and is manipulated between subjects. In 
Condition 1, our baseline, there is no charitable giving. Overall firm profit is distributed to an anonymous 
group of investment decision beneficiaries. In condition 2, corporate-level giving, 10% of firm earnings 
are donated to the American Red Cross. In condition 3, project-level giving, 10% of each participant’s 
project outcome is donated to the American Red Cross. In Condition 4, participants select a charity from 
a list of 10 to which 10% of individual project outcome is donated

Source of variation df Mean squared F-statistic p-Value

Panel A: Repeated-measures ANCOVA results. Dependent variable: excessive risk allocatione (n = 99)
Between subjects
 Givinga 3 8,038.30 8.14  < 0.001***
 Financial risk propensityb 1 11,732.40 11.87  < 0.001***
 Altruismc 1 4,423.11 4.48 0.0346**

Within subjects
 Roundd 9 1,211.10 1.23 0.2751
 Giving ×  round 27 512.47 0.52 0.9804
 Residual 487 960.52

R2 = 0.0657, Adjusted R2 = 0.0253

Contrasts of marginal linear predictions: Giving df F-Statistic p-Value

Panel B: Adjacent contrast comparison for Excessive Risk Allocation (n = 99)
 Effect of corporate-level giving vs. no giving 1 0.15 0.6939
 Effect of project-level giving vs. corporate-level giving 1 17.38  < 0.001***
 Effect of charity selection vs. project-level giving 1 2.87 0.0905*
 Denominator 948

Contrasts of marginal linear predictions: Round df F-Statistic p-Value

Panel C: Polynomial orthogonal contrasts test for a linear trend (n = 99)
 Effect of round (i.e., linear trend) 1 4.00 0.0459
 Interaction effect of corporate-level giving vs. no giving × round (i.e., 

linear trend)
1 1.19 0.2764

 Interaction effect of project-level giving vs. corporate-level giving × round 
(i.e., linear trend)

1 0.56 0.4559

 Interaction effect of charity selection vs. project-level giving × round (i.e., 
linear trend)

1 1.43 0.2317

 Interaction effect giving × round (i.e., linear trend) 3 1.31 0.2709
 Denominator 948

Contrasts of marginal linear predictions df F-Statistic p-Value

Panel D: Simple effects—polynomial orthogonal contrasts test for a linear trend (n = 99)
 Effect of round (i.e., linear trend) within no giving 1 6.20 0.0130
 Effect of round (i.e., linear trend) within corporate-level giving 1 0.43 0.4915
 Effect of round (i.e., linear trend) within project-level giving 1 0.13 0.7219
 Effect of round (i.e., linear trend) within charity selection 1 1.81 0.1784
 Joint 4 2.15 0.0725
 Denominator 948
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Weber 2006) that participants had responded to at the experiment’s outset, i.e., 
before they experienced the experimental manipulation. We recode this continuous 
factor that ranges from minus one to one into groups (i.e., p-percentile) and set it 
at the 75% percentile to differentiate between risk-averse or risk-neutral and risk-
seeking participants. Consequently, 74 participants form the risk-averse and risk-
neutral subsample, while this sample split categorizes the remaining participants as 
risk-seeking.

On average, the subsample of risk-averse and risk-neutral participants allocated 
41.28 points to investment alternative B. Depending on the corporate giving pro-
gram, there are significant differences as revealed by an RM-ANCOVA (F = 6.78, 
p < 0.001). Consistent with our main analysis, a risk-averse and risk-neutral partic-
ipant’s average excessive risk-taking behavior is lowest in the project-level giving 
condition (32.29 points) and higher in any other condition (no giving: 45.48 points, 
corporate-level giving: 45.13 points, charity selection: 42.40 points). To validate the 
robustness of our main results, we perform a contrast analysis as a post-estimation 
test (H1: F = 0.11, p = 0.744; H2: F = 14.57, p < 0.001; H3: F = 8.39, p = 0.004). We 
next subdivide the MC sample by the 90% percentile such that the upper 10% bound 
of risk-seekers are excluded and replicate the tests. Our results are inferentially iden-
tical with the project-level giving effect statistically more significant (H1: F = 1.95, 
p = 0.163; H2: F = 25.46, p < 0.001; H3: F = 7.19, p < 0.008).29

5.3.2 � The subsample of risk‑seeking participants

To better understand the project-level giving program’s effectiveness in constrain-
ing excessive risk-taking, we investigate whether giving at the project level reduces 
excessive risk-taking of risk-seeking individuals or whether this risk-reduction effect 
materializes only for already risk-averse or risk-neutral individuals. Recall, project-
level giving introduces perceptions of accountability such that the individual feels 
personally responsible for the project payoff. Prior literature on accountability 
already provides evidence that the requirement to justify one’s decision (i.e., exter-
nal accountability) is a prevalent risk management technique (Lefebvre and Vieider 

b Financial Risk Propensity, our measure for participants’ risk propensity in the financial decision 
domain, is derived through principal factor analysis. One strong factor is retained (see Table 3, Panel A)
c Altruism, our measure for participants’ prosocial disposition, is derived through principal factor analy-
sis. One strong factor is retained (see Table 3, Panel B)
d Round is a within-subjects factor. Two trials and ten rounds of the experiment are conducted
e Excessive Risk Allocation, our dependent variable and proxy for excessive risk-taking, is the number of 
points allocated to investment alternative B

Table 4   (continued)

29  If we replace the factor for financial risk propensity by the simple average of the corresponding six 
DOSPERT scale items, the conclusions as shown in this section remain robust. Essentially, as the factor 
for financial risk propensity is formed based on these scale items, both measures are highly positively 
correlated (r = 0.9929).
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2013; Schedlinsky et al. 2018). If held accountable for their choices, the idea is that 
decision-makers choose the options easiest to justify towards themselves and others. 
However, individuals who prefer high-risk options may have a more robust return 
focus and are less likely to shrink from an excessive risk investment (Kreilkamp 
et al. 2020). They may interpret justification as a weaker signal to reduce risk under 
a project-level giving contract. Thus, whether the risk-reduction effect revealed by 
our RM-ANCOVA also extends to the risk-seeking subsample is not apparent.

At each p- percentile of our measure for financial risk propensity, untabulated 
predictive margins steadily estimate the average excessive risk allocation to be lower 
in the project-level giving condition than in any other condition.30 The estimated 
excessive risk allocation increases continuously with higher financial risk propensity 
over all conditions. However, the pattern for each percentile of financial risk pro-
pensity remains stable, with project-level giving always lowest and corporate-level 
giving always highest. Like our RM-ANCOVA results, the predictive margins sug-
gest that effective risk-seeking behavior mitigation requires giving by the individual 
employee, occurring at project level (lower organizational level). Giving at the over-
all corporate-level does not appear to impact an employee’s excessive risk-taking 
decisions.

5.3.3 � Ex‑ante financial risk propensity vs. excessive risk‑taking behavior

Of those participants in our risk-averse or risk-neutral subsample, 14 exhibit an 
excessive risk-seeking behavior in the main task and are among the riskiest partici-
pants in the investment task (i.e., in the top 25% percentile)—despite their disposi-
tional risk aversion or neutrality. The literature provides two explanations for this 
incongruity. First, individuals are usually not identically classified by different risk-
elicitation methods (Lönnqvist et  al. 2015). Second, an individual’s financial risk 
propensity does not necessarily translate into actual excessive risk-taking behavior. 
One part of an individual’s financial risk propensity is dispositional, whereas the 
other part is adaptable to the situation (i.e., affected while performing the invest-
ment task). To rule out the possibility that these participants bias our results and to 
provide a conservative test for our theory, we eliminated these 14 observations and 
re-performed the test of H2. This procedure precludes the possibility that the risk-
reduction effect observed for the project-level giving program results from (non-
risk-seeking) participants in the corporate-level giving treatment taking extraordi-
narily high levels of risk. While this helps to isolate the psychological explanation 
from alternative explanations, we also find inferentially identical results when these 

30  For example, if the average participant falls into the 90 percent percentile, we estimate an excessive 
risk allocation of 40.46 points for project-level giving, whereas the estimated excessive risk allocation 
rises to 45.30 points for charity selection and amounts to 52.84 points (51.72 points) for corporate-level 
giving (no giving).
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participants are removed, and the adjacent contrast comparison for H2 (untabulated) 
turns even more significant (F = 23.82, p < 0.001).

5.3.4 � Participants’ assessment of a risky decision situation

Sitkin and Pablo (1992) postulate that, in addition to framing, the organizational risk 
culture and leader risk orientation can shift an individual’s risk perception relative 
to his initial risk propensity. We assume and find that corporate giving frames the 
decision-making situation such that participants become more risk-averse relative to 
the no-giving condition. The three giving treatment conditions exhibit a significant 
cautious shift (risk propensity score (ex ante): mean = 6.02; risk perception score 
(ex post): mean = 4.70; t = 5.13, p < 0.001).31 That is, participants reported perceiv-
ing larger losses than before the experiment. This cautious shift in participants’ risk 
perceptions is notable since it indicates that CSR, as operationalized by corporate 
giving, is associated more with low- than high-risk investment activities. Answers to 
post-experimental questionnaire items corroborate this conclusion. Specifically, par-
ticipants’ mean response to the question of whether they thought that charitable giv-
ing could alter one’s risk attitude on an 11-point Likert scale (one = very unlikely; 
11 = very likely) of 8.42 differs significantly from the midpoint of six (t = 11.85, 
p < 0.001). Second, the participants responded to the question whether charitable 
giving should be oriented more toward low-risk than high-risk decisions with a 
mean of 8.16 on an 11-point Likert scale ranging from one (strongly disagree) to 11 
(strongly agree). Again, agreement to this question is significantly higher than the 
midpoint of six (t = 8.20, p < 0.001), which further substantiates our assumption that 
exercising risk-aversion when deciding on behalf of a charitable cause is generally 
accepted behavior (e.g., the social norm).32 The significant shift in participants’ risk 
perceptions and their post-experimental responses support the argument that charita-
ble giving makes a contextual difference in how employees perceive risk when mak-
ing decisions, thereby altering their incentive package.

5.3.5 � The subsample of prosocially‑motivated participants

Prosocial incentives can be first and foremost motivating for prosocially-motivated 
employees. Henceforth, we classify a participant as “prosocially motivated” if he 
derives direct utility from the charitable giving program’s impact, independent of 
any signaling properties (Besley and Ghatak 2005; Cassar and Meier 2017). It fol-
lows that it would be interesting to see whether employees to whom giving to char-
ity is important respond differently to corporate giving-practices than employees 

31  To compare participants’ risk propensity (ex ante) with their risk perception (ex post) the scale items 
for determining the cautious shift are identical for both personality variables. The items are (cf. Blais and 
Weber 2006) 1) “Disagreeing with an authority figure on a major issue”, 2) “Betting a day’s income at a 
high-stake poker game”, 3) “Investing ten percent of your annual income in a new business venture”, and 
4) “Choosing a career that you truly enjoy over a more secure one.”.
32  In addition, there are no significant differences between treatments (F = 0.36, p = 0.78; F = 1.19, 
p = 0.32).
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who do not consider charitable giving important. The idea is that since prosocially-
motivated employees care about a charitable cause directly, they work harder (Fehr-
ler and Kosfeld 2014) or lower their reservation wages (Burbano 2016) to support 
the mission of that cause. Therefore, it is logical to assume that a charitable giving 
program also influences the excessive risk-taking behavior of those employees to 
whom giving to charity is important.

An 11-point Likert-scale item placed in the post-experimental questionnaire 
in the corporate- and project-level giving conditions (charity selection condition) 
asks about the extent to which the recipients of donations to the American Red 
Cross (their chosen charity) are deserving of support (one = strongly disagree; 
11 = strongly agree). We rate participants with responses greater than or equal to ten 
as socially responsible. We create an indicator variable equal to one for prosocially-
motivated participants and zero otherwise. The results are inferentially identical 
when we include this variable in the RM-ANCOVA and subsequent post-estimation 
tests for substantiating H2 and H3. In detail, the adjacent contrast comparisons for 
H2 (F = 13.25, p < 0.001) and for H3 (F = 3.42, p = 0.065) (both untabulated) still 
yield significant effects regarding the type of the charitable giving program.

To better understand the H3 results, it is helpful to know the type of charities that 
the employees choose, as this choice could impact the results, given that the chari-
ties have diverse missions and scope. Specifically, charities differ in location (local 
vs. national vs. global) and/or in type (e.g., food security, special needs). From this it 
follows that it would be insightful to understand whether employees with preferences 
for the American Red Cross (and charities similar in scope) respond differently to 
corporate giving practices in terms of excessive risk-taking behavior than employees 
with preferences for other charities.33 Consequently, this additional analysis refers to 
the charity selection condition. We recognize that the results may reflect the exces-
sive risk-taking behavior of the individual’s characteristics who selects the charity. 
Different responses could also be explained by the notion that the personal benefits 
of prosociality depend on the context, i.e., the characteristics of the recipient (Brown 
et al. 2017; List 2007).

Table  5, Panel A shows the charities chosen by those participants assigned to 
the charity selection condition, and Table 5, Panel B displays the results of a two-
sample t-test. We formed groups based on the charity type (health and food secu-
rity vs. animal welfare and youth development). The pairwise comparison of these 
groups shows significant differences in excessive risk-taking behavior. Participants 
who choose a charity providing food and medical care (e.g., disaster relief) like the 
American Red Cross allocated much less to the investment alternative B over all 
rounds. Participants choosing a charity promoting animal welfare or educational 
services exhibit significantly more excessive risk-taking behavior. These findings 
should be interpreted in the light of the observation that urgently needed aid and 
extreme poverty motivate altruism and more general welfare criteria (Brañas-Garza 

33  Note that the choice of charity is endogenous only in the charity selection condition, while the char-
ity (i.e., American Red Cross) in the corporate-level giving and project-level giving conditions is senior 
management-specified.
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2006)—appealing to an employee’s sense of responsibility and thus eliciting more 
restrained risk-taking decisions. For example, participants in laboratory dictator 
games give nearly three times more when the recipient is the American Red Cross 
(i.e., “a recipient generally agreed to be ‘deserving’”) than an anonymous recipient 
(Eckel and Grossman 1996).

Finally, these results highlight the importance of considering the recipients on 
behalf of whom excessive risk is taken and of differentiating between the primary 
performance components of risk and effort. While Altenburger (2020) and others 
(e.g., Tonin and Vlassopoulos 2010, 2015) show that participative corporate giving 

Table 5   Descriptive statistics and comparison of means by charities chosen

Degrees of freedom = 23
a Mean excessive risk allocation is the average number of points that a participant allocates to investment 
alternative B, the excessive risk option, over all ten experimental rounds. The number of points allocated 
to investment alternative B is our measure for excessive risk-taking
b Charity type refers to the charitable organizations’ mission and scope of work. We identified four dis-
tinct types of charities, i.e., health, food security, youth development and animal welfare. An indicator 
variable equals 1 if a charity’s mission focuses on health or food security, and 0 otherwise. We watch out 
for including both local and national as well as global charities with varying missions to fully match the 
interests and preferences of the participants. There is some evidence to suggest that participants’ choice 
of charity is impacted by its geographical proximity, its familiarity as well as its mission and its goals 
(e.g., Brown et al. 2017)
c p-values are reported two-tailed

Name of charity Charity location Charity typeb Times selected Percent

Panel A: Summary—donations to charities
 American Cancer 

Society
Non-Local Health 0 0

 American Red Cross Non-Local Health 2 8
 Big Brothers Big Sisters Non-Local Youth Development 3 12
 Doctors Without 

Borders
Non-Local Health 5 20

 Feed The Children Non-Local Food Security 1 4
 Next Door Foundation Local Youth Development 2 8
 Oxfam America| Non-Local Food Security 2 8
 Sierra Club Non-Local Animal welfare 2 8
 Wisconsin Humane 

Society
Local Animal welfare 7 28

 YMCA (the Y) Non-Local Youth Development 1 4
Total 25 100

Charity typeb n Mean [standard devia-
tion]

Standard error t-statistic [p-valuec]

Panel B: t-Test by the charity type. Dependent variable: mean excessive risk allocationa (n = 25)
Health/food security 15 50.62 [22.41] 5.79
Youth development/

animal welfare
10 29.16 [20.49] 6.48

Difference 21.46 8.85 2.42 [0.012]
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or incentive structure choice increases employee performance (via effort), our study 
suggests that too much participation may backfire and crowd-in motivated reason-
ing, which could potentially trigger excessive risk-taking behavior. However, if the 
social cause supports a mission in urgent need of financial help to provide for shel-
ter, food and first aid, and other disaster relief services (i.e., as soon as essentials 
are at risk), excessive risk-taking stakes decline significantly. Our results conform 
to those of the prior research which generally advocates more choice and employee 
participation in corporate giving practices.

6 � Discussion and conclusion

6.1 � General discussion

Incentive contracts are crafted to align the interests of principals and agents (Luft 
and Shields 2009). While tournament and short-term incentive contracts have been 
used extensively, both suffer from creating excess risk-taking incentives. We argue 
that CSR initiatives, like corporate giving programs, can be an effective component 
in an incentive contract in that they provide a remedy for excessive risk-taking. Sala-
zar et al. (2012, 176) argue that “approaches to firm-level social performance evalu-
ation hide the real relationships between the social activity and its consequences for 
firm economic performance and social impacts.” Our results suggest that individual 
compensation plans that link project outcomes to corporate giving programs reveal 
this real relationship and thus appear promising. Charitable contributions at the pro-
ject level diminish employees’ excessive risk-taking, and importantly, this effect 
persists over time. We show that employees are relatively riskier in the short and 
long term when a global metric (i.e., not the individual employee) is emphasized; 
the corporate giving policy is perceived as the senior management’s responsibility. 
Indeed, our mediation model identifies employees’ perceived accountability as the 
mechanism through which the structure of a corporate giving program constrains 
excessive risk-taking. Making employees personally responsible for charitable giv-
ing enhances the perceived responsibility for and the impact of helping, thereby 
reducing excessive risk-taking in the long term. By contrast, corporate-level cues 
are too subtle or remote from the decision-maker to achieve the desired behavioral 
responses in our setting. We speculate that when employees are responsible for the 
charity’s payoff, the charitable beneficiary becomes more salient and identifiable for 
them, sticking in employees’ memories.

While our setting is charitable giving, our results generalize and highlight that 
the feeling of controllability is likely to be important (per se) when designing incen-
tives. Employees have a minimal impact on the donation when charitable giving is 
tied to firm performance. Employee controllability and responses increase when tied 
to individual projects (Merchant and van der Stede 2017). In the broadest terms, our 
findings corroborate the view that “CSR is integral to management control systems” 
(Costas and Kärreman 2013, 395; see also Lueg and Radlach 2016) and influence 
internal dynamics. Nevertheless, for CSR corporate discourses and practices to be a 
form of management control “that ties employees’ aspirational identities and ethical 
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conscience to the organization” (Costas and Kärreman 2013, 394), employees must 
see themselves as meaningful agents within their area of responsibility. Consistent 
with the idea that “all motivation starts with the individual” (Nelson 2018, 14), the 
firm’s incentive system appears to need employees’ perceived accountability for 
other-regarding behavior (and controllability over the outcome) to “cue” or trig-
ger that social norm of other-regarding behavior (Bicchieri 2006). Communicating 
the firm’s objectives via employees’ incentive structure (of which charitable dona-
tions may be only one part) tends to be insufficient to activate the norm and make 
employees allocate the firm’s resources in its best interests. The firm may have the 
best corporate-level CSR activities, but if its employees are not motivated by those 
activities, they will not inform employees’ decision-making and, accordingly, not 
help the firm.

At the same time, care should be taken since too much freedom and empower-
ment (e.g., choosing the charity) may be counter-effective and “crowd out” reason-
able risk-taking behavior. Our data points towards an inverted U-shape curve of 
effectiveness such that both too little and too much employee empowerment may 
negate the desirable incentive mechanism (e.g., personal responsibility) of project-
level giving.

6.2 � Further theoretical and practical implications

In a related study, Balakrishnan et  al. (2011) report that corporate giving moti-
vates employees to contribute to organizational endeavors so that corporate giv-
ing pays off financially. Our results extend this finding to the context of excessive 
risk-taking, where the rational strategy is to take no risk. Our data resonates with 
Balakrishnan et  al.’s (2011) reasoning that senior management should consider 
both external and internal stakeholder groups when designing prosocial giving pro-
grams and their behavioral consequences on excessive risk-taking within the firm. 
Specifically, our study highlights the effectiveness of more creative solutions than a 
firm-wide corporate giving program and recommends an alternative possibility for 
firms to implement CSR initiatives. We suggest that project-level giving serves as a 
powerful contracting benefit that firms can harness to keep employees from taking 
excessive risk and encourage them to create shared value. Our experiment expands 
Bicchieri’s (2006) idea that norms influence behavior only when they are salient 
or focal for the individual at the time of behavior. Because project-level giving is 
employee-centered—highlighting personal responsibility and individual, rather than 
a firm-wide agency—this design feature triggers norm-compliant behavior (i.e., 
taking less excessive risk in a decision also affecting a charitable beneficiary). The 
firm’s corporate giving program seems to require personal responsibility that leads 
employees to interpret the environment as one to which the norm of other-regarding 
behavior applies, focus on the norm, and act accordingly. Hence, our study advances 
the literature exploring the mechanisms via which CSR curbs excessive risk-taking 
and thus increases firm value (e.g., Harjoto and Laksmana 2018). Following this, 
our results underline the conventional wisdom that the feeling of controllabil-
ity is important when designing incentives to produce desired outcomes. Standard 
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employee engagement practice takes a passive management control approach, which 
causes employees to think of what is being done to them rather than what they are 
doing for themselves is mutually beneficial for others (Nelson 2018). Our investiga-
tion addresses the role of controllability and individual agency to influence business 
activities (that might not necessarily relate to CSR), an important part of moving 
from aspirations to actions (Corbett et al. 2018; Wolfgramm et al. 2015).

We also contribute to the growing literature stream on risk-taking on others’ 
behalf (Bolton et al. 2015b). Although the traditional economic theory is silent on 
how risk is taken on another’s behalf, we observe less risk-seeking behavior when 
the risk is taken on behalf of those in need. This finding supports the widely held 
view that individuals exhibit social preferences when paired with perceived personal 
responsibility. We present both corporate giving programs that attenuate excessive 
risk-taking persistently (project-level giving) and others that incentivize greater risk-
taking (corporate-level giving or charity selection).

Finally, while our experiment examines the effect of different corporate giving 
programs on excessive risk-taking, the theory on which our predictions are based 
should extend to a broader set of CSR contracts (with other social welfare or envi-
ronmental criteria, e.g., emission reduction targets) that tie the pay of employees 
to project-level performance as well. Our findings may also apply to other forms 
of dysfunctional decision-making or undesirable employee behavior. For example, 
the literature on other-regarding preferences indicates that employees abstain from 
socially-oriented misreporting, cheating, or other fraudulent behavior when the deci-
sion benefits a social mission (e.g., Hobson et al. 2019).

6.3 � Limitations and future research

Our study’s limitations provide fruitful avenues for future research. First, the exper-
imental setting used in the current study expects charitable incentives to create a 
positive signal about the firm’s benevolence and trustworthiness. However, both 
anecdotal and empirical evidence indicate that managers use charitable donations 
for self-serving interests at the expense of firm value. Brown et  al. (2006, 856), 
for instance, claim that "the [corporate philanthropy] literature is intertwined with 
the ‘social responsibility of business’ debate," and Masulis and Reza (2015) docu-
ment that CEOs misuse firm resources by supporting their preferred charities (i.e., 
CEO’s “pet” projects) through corporate donations. On a related note, Cassar and 
Meier (2017) find that some prosocial incentives backfire. While these incentives 
are employed instrumentally to benefit the firm (or the firm’s senior management) 
rather than the charity, future research might explore the mechanisms that lead to a 
negative signaling value and integrate intentions for doing good or the authenticity 
of the firm’s CSR program into the experimental design (McShane and Cunningham 
2012).

Second, our approach proposes that employees’ internal motivation is the mecha-
nism to decrease their excessive risk-taking behavior. Since H1 is not validated and 
H2 is, we surmise that employees’ decrease of excessive risk behavior is a func-
tion of their reputation gained from having a more positive net present value project. 
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However, since impression management requires an actor and a target audience 
(Bolino et al. 2016), we do not include the firm’s senior management as a “real per-
son” in the experimental setup. To mitigate such impression management or related 
forms of self-interest or reputational considerations alike, our approach differs from 
other accounting experiments with employee-employer-groups (e.g., Christ and 
Vance 2018). Future experiments may use more realistic settings to investigate the 
firm’s senior management role in creating impression management tactics.

Third, to examine time effects (e.g., habituation, fading, or end-round strategies), 
the outcomes and probabilities of winning the risky investment alternative remain 
constant over all rounds. Future research could alter the risky investment option’s 
payoff structure to test whether, as postulated by prospect theory, employees’ invest-
ment behavior turns riskier in the low-probability, high-outcome (high-gain) domain 
(Pahlke et al. 2015). Further, with the only options of no risk or bad risk, this study 
ignores the notion that firms will reasonably expect some risk-taking. Additional 
research could look at risky decision-making with an acceptable expected value 
above one, yielding a positive net present value project.

Fourth, adding employees’ compensation scheme to examine the interplay 
between the corporate giving design and monetary incentives could provide addi-
tional insight into the value employees place on prosocial incentives. In particular, 
asymmetrical payment structures may prove fruitful, with personal losses limited 
and employees shielded from their decisions’ full negative repercussions (Brink 
et al. 2017). Finally, cash donations to charity are only one manifestation of a giving 
program in the workplace. Non-cash workplace giving designs, such as time off to 
volunteer, have been increasingly popular in practice. Thus, it would be worthwhile 
analyzing the impact of other workplace giving forms, most notably non-cash ones, 
on excessive risk-taking behavior.
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