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1 Introduction

1.1 Recruitment and motivation of qualified employees as a core

challenge of Human Resource Management

“Better talent is worth fighting for.”

(Chambers, Foulon, Handfield-Jones, Hankin, & Michaels, 1998, p. 45)

The development of labor markets is a central issue in current politics, practice and
research. Demographic changes and a greater demand for highly educated employees will
present major challenges for human resource management in the future, by hampering the
recruitment of skilled labor (Heidemann, 2012). In this context, Chambers et al. (1998)
have coined the term “war for talents”, which has been continually used ever since. On the
basis of a survey including 400 board members and 6000 executives, Chambers et al.
(1998) came to the conclusion that it is becoming increasingly difficult for companies to
attract and retain qualified employees. In the past, numerous studies and reports have
assessed the impeding shortage of skilled workers and the underlying reasons for this,

thereby identifying several causes for these predicted shortcomings.

Firstly, demographic forces, as an ageing population and declining birthrates, are creating a
change in the age distribution, resulting in a smaller labor supply (Caballero & Walker,
2010; Foster Thompson & Aspinwall, 2009; Heidemann, 2012). Secondly, globalization
and a higher job mobility of workers lead to more intense competition for skilled workers.
Companies no longer compete solely on the regional or national level, but also with others
worldwide (Caballero & Walker, 2010; Chambers et al., 1998). And thirdly, technological
developments affect the requirement profiles of jobs. As tasks become ever more
sophisticated, companies are requesting more highly qualified employees with a higher
cognitive ability (Beechler & Woodward, 2009; Caballero & Walker, 2010; Heidemann,
2012). Therefore, it can be expected that in particular the demand for specialists and

workers with academic degrees will continue to increase.



Although in Germany it can be assumed there is currently no general shortage of skilled
labor, there is already a shortcoming of skilled workers in certain industry sectors and
occupations, e.g. engineering and healthcare professions (Heidemann, 2012). In view of
the demographic developments within previous years, it can be expected that this situation
will be further aggravated (Heidemann, 2012). As can be seen in Figure 1.1, the working
proportion of people in older age groups has increased during the past years. From 2000 to
2010, the share of people working in the age group ‘45 to 55 years’ increased by nearly
29%, and those ‘55 to 65 years” by 34%. However, the working population in those

groups less than 45 years old has decreased.
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Figure 1.1: Development of the working population (in thousand) in Germany from 1991 to 2012,
categorized by age groups. The figure is based on data of the Federal Statistical Office Germany
(Statistisches Bundesamt).

Figure 1.1:  Development of the working population by age groups

This development is aggravated by the increased demand for higher qualifications from
employees. As expected by the European Center for the Development of Vocational
Training (Cedefop), the proportion of jobs with high-level profiles will increase from 29%

in 2010 to 35% in 2020, while the demand for low-qualified jobs will be reduced from



20% to 15% (European Centre for the Development of Vocational Training (Cedefop),
2010). As a consequence, companies must make greater efforts to attract and retain
applicants to remain competitive (Bangerter, Roulin, & Konig, 2012; Burke & Ng, 2006;
Foster Thompson & Aspinwall, 2009; Uggerslev, Fassina, & Kraichy, 2012), with a
special focus being placed on the recruitment of university graduates (Caballero & Walker,
2010).

Thereby, firms should be finding applicants whose profiles match the company best, as this
can enhance recruitment success, worker motivation and retention. A considerable amount
of literature has investigated perceptions of jobs, organizations and individuals; with the
result that fit is an important element in recruitment (for an overview see Beechler &
Woodward (2009)). Moreover, applicants’ decisions to apply for specific jobs can be
affected by a large number of factors, including organizational characteristics, such as firm
size or industry sector, and job characteristics, such as compensation, work atmosphere or
career opportunities (Grund, 2009; Hiltrop, 1999; Lievens, Decaseteker, & Coetsier, 2001;
Powell, 1984).

A difficult aspect of applicants’ decision making is the existing informational asymmetry.
Many characteristics, which are important for applicants’ job choice, are not directly
observable by them. For example, Sutherland (2012) examined the job preferences of
workers in the UK and identified “work you like doing”, “secure job” and “friendly people
to work with” as important characteristics. Nonetheless, most of these aspects cannot be
reliably assessed before the job role begins which creates uncertainty and hampers the
decision making of applicants. On the basis of the Socio-Economic Panel, Grund (2009)
analyzed the importance of job characteristics for German employees. He obtained similar
results as Sutherland (2012), and concluded that, besides compensation, most of the
essential aspects for a job belong to the area of non-monetary and non-material job
characteristics like type of work, work time regulation, career opportunities and job
security (Grund, 2009).

Moreover, monetary and non-monetary job characteristics will not only affect job choice
decisions of applicants, but may also enhance workers’ motivation and performance, by
creating incentives for workers. A considerable amount of literature has been published on
this topic, emphasizing the impact of monetary (e.g. Lazear, 2000; Prendergast, 1999), as
well as non-monetary (e.g. Kosfeld & Neckermann, 2011) incentives. The results of these



studies indicate that numerous incentives do have an impact on workers’ behavior. For
example, Lazear (2000) analyzed the effects of a change from fixed wages to a pay-for-
performance plan, and identified a 44% increase in workers’ performance. Thereby, half of
the increase can be attributed to an incentive effect for workers to exert higher effort levels.
The other half of the performance increase was due to a different composition of the
workforce. Workers of higher ability and productivity were attracted to performance pay,
more so than low ability workers, leading to a sorting effect. But also non-monetary
incentives can increase workers’ performance — sometimes even more than a monetary
payment at the same level (Jeffrey, 2009). The prospect of receiving awards can motivate
employees to increase performance, by gaining a higher status and social recognition in the
workplace (Kosfeld & Neckermann, 2011).

Overall, it seems both the design of an effective recruitment strategy and the creation of
attractive incentive schemes are essential for companies in maintaining their
competitiveness. The selection and design of recruiting actions is important to attract
highly qualified applicants. Though, to motivate these employees and retain them in the
further course of employment, the provision of appropriate incentives is a major factor.
However, to implement these strategic objectives, a key issue to be determined is which
aspects of the job and organization are important to workers, and to analyze how workers

are affected by different incentive schemes.

1.2 Research questions and methodological approaches

In view of the challenges that companies have to face, this thesis examines possible
strategies for the recruitment of skilled workers, as well as for obtaining an increased

performance and motivation of workers in employment.

Thereby, one focus of this work will be to analyze the impact of applicants’ perceptions of
job and company characteristics on applicants’ intentions to apply for a job. From this,
recommendations will be made for human resource management practice. Therefore, the

first part of this thesis concentrates on the question:

()  How do applicants’ perceptions of job and company characteristics
influence their intentions to apply for a job?



Chapters 3, 4 and 5 all refer to this topic; however there are differences with regard to the
specific problems and the methodological approaches used. Chapter 3 uses data from a
large survey among German companies, conducted by Creditreform e.V., to examine
whether the existence of job and organizational characteristics in a company has an impact
on recruiting success. The special aspect of our approach lies on the fact that my co-
authors and | take into account which recruiting channel is used by companies, thereby
differentiating between recruiting channels with low (internal job markets and employee
referrals) and high (job advertisements, the Federal Employment Agency and headhunters)
degrees of informational asymmetry. As outlined in the previous section, often those
aspects that are important for job choice are not directly observable by applicants. By using
recruiting channels with low informational asymmetry, companies provide applicants with
the possibility to acquire more information about these factors and decrease uncertainty in

decision-making. This again can have a positive influence on the recruiting success.

In Chapters 4 and 5, | analyze self-collected data from two large career fairs in Germany.
On the one hand, | use data from a survey | conducted among the participants of the career
fairs. By means of a questionnaire, | asked for a large number of job preferences, as well as
for an evaluation of companies that were present at the career fair. On the other hand, I
gathered data on characteristics from companies that were present at the career fairs. To
identify those aspects that affect applicant perceptions, | matched both data sets to control
for factors like firm size, reputation or industry sector in the analysis of applicant
perceptions. Chapter 4 thus focuses on applicants’ use of observable characteristics as a

signal for unobservable company characteristics such as work atmosphere or job security.

As an extension to Chapter 4, Chapter 5 analyzes the impact of a variety of recruitment
actions on applicant attraction, e.g. the effects of fair stand size, events at the fair stand or a
highlighted career fair appearance®. To examine these aspects, this chapter uses data of the
survey that was conducted on one of the career fairs already discussed in Chapter 4.
However, | supplemented the data set with detailed information about the sizes of
companies’ fair stands as well as with financial ratios from companies’ balance sheets, in

order to account for a company’s economic situation in the analyses as well. This

1 On the career fair that is studied in this chapter, companies had the possibility to decide for a
highlighted career fair appearance, where companies paid additional money to be highlighted in the
lead-up (e.g. better positioning of company information in the career fair booklets) and at the fair itself
(instead of a combination of letters and numbers, the company name or corporate logo was printed
directly in the fair hall plan).



additional data enables me to assess, for instance, which kind of companies choose to
invest in large, but costly, fair stands. | include a measure for a company’s quality to
examine whether the fair stand size can be regarded as an indicator for quality, or if it is
affected by other factors, such as company size or industry sector. As a measure for
quality, I use a number of financial ratios of company’s balance sheets, which were
selected on basis of a factor analysis. Furthermore, | analyze the impact of costly recruiting
actions on applicant attraction, so whether bigger, more expensive fair stands have positive
effects on applicants. Thereby, | can also compare the effects of such costly recruiting
actions with the impact of less costly recruiting measures, such as friendly organizational

representatives.

Though, besides attracting qualified applicants, it is also essential to motivate workers
(Bangerter et al., 2012; Uggerslev et al., 2012) in the course of the employment. One way
to do this is by giving monetary incentives to workers, such as one-time special payments,
which are used by a large number of German companies. Therefore, the second focus of

this thesis is on the question:

(1) How do monetary incentives, such as one-time special payments, influence

workers’ motivation and performance?

The impact of monetary incentives, such as higher wage levels or bonus payments, has
been examined by a large number of studies (e.g. Fehr & Falk, 2002; Gneezy & Rustichini,
2000), with valuable implications for the design of incentive schemes in practice.
However, one measure that has not been previously considered, but is often used by
German companies in practice, are one-time special payments. In the past, companies such
as Siemens, VW, Porsche, BMW and Lufthansa have decided to pay out one-time special
payments to their employees to let them participate from a good company performance in
the past financial year. The distinguishing characteristics of such payments are (1) that it is
not known in advance whether the company gives out a special payment to its employees,
and (2) every employee in the company receives the same amount of money, irrespective
of hierarchy level, individual performance or seniority. Given the fact that companies spent
large amounts of money on such payments, it is essential to assess whether these can
increase workers’ performance. Therefore, Chapter 6 mainly focuses on this issue, so as t0

provide evidence on this question.



I will use an experimental approach for this, as in practice it is often not possible to
investigate whether a causal link between special payments and workers’ performance
exists, since there are numerous other factors that could affect behavior. Behavior and
effort decisions might be endogenously affected by factors of the work environment or the
individual, e.g. interpersonal relationships. However, under controlled conditions in a
laboratory experiment, it is feasible to examine the effect of special payments when all
other factors are held constant. For example, participants are randomly assigned to
treatment groups and the experimenter can control and ensure environmental conditions,
such as the ringing of a telephone or a disturbance by colleagues. This allows us to identify
ceteris paribus changes and derive conclusions about the relationship between variables
(Falk & Fehr, 2003).

Thus, the objective of Chapter 6 is to determine whether special payments have a positive
influence on performance. Moreover, | examine whether results change when workers
have the possibility to assess their performance in relation to co-workers, as is often the
case for occupations in practice. Since previous studies have shown that perceptions of
fairness, as well as peer effects, may have an impact on workers’ behavior (e.g. Abeler,
Altmann, Kube, & Wibral, 2010; Akerlof & Yellen, 1990; Card, Mas, Moretti, & Saez,
2012; Falk & Ichino, 2006; Gé&chter & Thoni, 2010), this issue should be taken into

account when analyzing the effects of special payments on workers’ performance.



2 Theoretical Considerations

2.1 Asymmetric information and signaling theory

In economics and other fields, many markets are characterized by asymmetries of
information. For instance, sellers of used cars often have more information about the true
quality of the car than potential buyers (Akerlof, 1970), or consumers about the quality of
products (Nelson, 1970). Moreover, in job markets applicants normally have more
information about their abilities and can better assess their qualifications and talents than
potential employers (Spence, 2002). Such set-ups, where one contracting party has more

information than the other, are referred to as situations with asymmetric information.

However, such informational gaps create uncertainty in decision-making and influence the
utility of the contracting parties. In many cases, one difficulty is that direct communication
of information is not possible, which is why one party may try to convey information about
the quality of a certain aspect by other means (Kreps & Sobel, 1994). Sellers of used cars
of high quality may, for example, offer a guarantee to buyers. This demonstrates the
quality of the car and differentiates them from sellers with cars in a precarious condition
(Akerlof, 1970). Furthermore, job applicants can signal their talent by obtaining certain
qualifications or degrees to distinguish themselves from applicants of lower ability
(Spence, 2002).

The importance of signaling in markets with asymmetries of information has been
investigated by a large number of researchers. In this context, the work of Michael Spence
(1973) is fundamentally important. Spence analyzed signaling games in the labor market
context. Here, informational asymmetries on the side of employers exist, as they only have
limited information about the true ability of applicants before hiring (Spence, 1973).
Thereby, applicants of high ability can use signaling, to differentiate themselves from
applicants of lower ability, and receive a higher wage, which corresponds to their ability.
Applicants are characterized by a number of attributes than can be observed by employers.
These observable characteristics that are relevant for signaling purposes are those which
are alterable for the applicant and called signals. For instance, a signal for ability could be
an apprenticeship, further training or a university degree. By contrast, characteristics like
gender, which cannot be manipulated by applicants, are referred to as indices. Therefore,



individuals can use alterable attributes as signals to decrease informational asymmetries

and any decision uncertainty from employers (Spence, 1973).

Nevertheless, signals are associated with costs, which have to be negatively correlated with
the productivity of an individual for signaling to be effective. This means the signal is less
costly for a high ability individual than for those with a low ability (Spence, 1973).
Otherwise, everyone would invest in the signal, resulting in differentiation getting lost. In
his model, Spence (1973) differentiates between two types of applicants, where Type 1 has
a productivity of 1 and Type 2 a higher productivity of 2. The population consists of a
proportion (q.) of individuals of Type 1 and a proportion (1-g:1) of individuals of Type 2.
Individuals have the possibility to invest in a costly signal to be identified as an applicant
of type 2 and receive a higher wage offer by the employer. Investing in the signal is
associated with the costs of y for individuals of Type 1 (lower ability), and lower costs for
Type 2 individuals (higher ability), in Spence’s model y/2. Spence (1973) uses education
as an example for a signal, where y* is the employers’ belief about the level of education.
When he observes an individual with y < y*, he classifies the individual as an applicant of
Type 1, while he regards the individuals as Type 2 when he notices y > y*. Only after
observing the level of education, the employer will propose certain wage offers to
applicants. However, it is important to note that education in Spence’s model does not

increase the productivity of workers or profits of the firm.

In a separating equilibrium, individuals choose either a signal of y = 0 or a signal of y =
y*, whereby each type will choose a different level of education/signal. Individuals with y
< y* will choose y = 0, since costs, but no additional benefits, are associated with investing
in the signal (as long as y lies below y*). In this case, it is optimal not to invest in the signal
at all. The situation is different for individuals with y >y*. As soon as y > y*, the employer
assorts those individuals into the group of applicants with high productivity. Thus, further
investing in the signal after the point of y* would only result in higher costs but no
additional benefits. Hence, individuals will either choose a signaling intensity of y =0 or y

= y* (see Figure 2.1).

For individual utility maximization, each individual will try to maximize the difference
between attainable wages and costs associated with signaling. They will base their
decision, to signal or not, on the outcome of this calculation. Individuals of lower ability

will choose y = 0 when their productivity, without investing in the signal, is larger than
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w(y) 4 )=y

c(y)=y/2

Figure 2.1 displays the signaling equilibrium with two quality types. Thereby, w(y) represents the wage
that will be offered to individuals and y the signal intensity that is chosen by the individuals. ci(y)
illustrates the costs for an individual of type 1 (low ability) and cz(y) the costs for an individual of type 2
(high ability). Adapted from “Signaling in Retrospect and the Informational Structure of Markets” by M.
Spence, 2002, The American Economic Review, 92(3), p. 437.

Figure 2.1: Signaling Equilibrium

investing in signaling, so when 1 > 2-y*. Individuals of higher ability will choose y = y*
when the increased productivity by investing in the signal is larger than without it, taking
into account the costs of the signal, in other words when 2 — y*/ 2 > 1. The higher the
expectations of the employer about y*, the lower the proportion of individuals who will
invest in the signal. Moreover, when too many individuals invest in the signal, signaling
will become less relevant and a pooling equilibrium may evolve. This situation is where
differentiation between groups is not possible any more (Spence, 2002). For instance, this
may be the case when the proportion of individuals with low ability in the population is
relatively small, so the risk for being mistaken is not offset by the costs for investing in the

signal (Spence, 2002).

It is important to note that, besides the negative relationship between ability and the cost of
the signal, the underlying characteristic of the signal moreover has to be important for
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signaling to be effective (Conelly, Certo, Ireland, & Reutzel, 2011; Spence, 2002). In other
words, if an employer is not looking for a certain quality, signaling by the applicant to

convey specific information might be ineffective.

Furthermore, a considerable amount of literature has analyzed signaling games in more
detail. Engers (1987) modeled a situation where many signals are available and was able to
show that a separating equilibrium also exists in this case. Moreover, Inderst (2001)
examined signaling effects in the reversed case where the principal has more information
than the agent. Furthermore, a large body of research has empirically examined signaling
effects in many different fields, including anthropology (e.g. Bliege Bird & Smith, 2005),
biology (e.g. Grafen, 1990) and economics (Albert Ma & Weiss, 1993; Bedard, 2001,
Hvide, 2003). However, in economics, the results of empirical studies are particularly
diverse. For example, while Albrecht and Van Ours (2006) found evidence that supported
the assumptions of Spence (1973) that education is used as a signal, Albrecht (1981) did
not support the predictions of signaling theory. Though, the difficulty that lies in these
studies is the clear demarcation of signaling effects from human capital theory, as

investments in education in practice inevitably increase productivity.

A recent study by Backes-Gellner and Tuor (2010) further analyzed the reversed signaling
model empirically, where the employer has more information than the applicant. Backes-
Gellner and Tuor were able to show that several observable company characteristics were
regarded as signals for unobservable job and company attributes by applicants. Firstly, they
found that the existence of apprenticeship trainings reduces vacancy rates. However, this
characteristic is not supposed to have an effect on the blue-collar workers considered in
their data set, since these workers have already completed their apprenticeship. From this,
Backes-Gellner and Tuor (2010) concluded that workers may interpret apprenticeship
training as a signal for career opportunities and this, as a result, affects the vacancy rate.
Secondly, they identified the existence of works councils as a signal for workplace
attractiveness and job security in the company. Thirdly and finally, the results indicated
that a higher percentage of skilled workers in a company might work as a signal for higher

quality jobs.

More research on signaling in a recruitment context has been undertaken by researchers
from economics and psychology. For example, Turban, Forret and Hendrickson (1998) and

Boswell, Roehling, LePine and Moynihan (2003) both found that impressions of
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recruitment activities, such as the perception of the location, host likeableness and the
opportunity to meet other employees of the company, may be regarded as signals for
organizational characteristics, such as the quality of the working conditions or the
company’s interest in its employees. Further studies, which focused on specific actions of
the recruiting process, identified recruiter behavior (e.g. Chapman, Uggerslev, Carroll,
Piasentin, & Jones, 2005; Goltz & Giannantonio, 1995; Rynes, Bretz, & Gerhart, 1991;
Saks & Uggerslev, 2010), recruitment information (Saks & Uggerslev, 2010) or a listing in
the Fortune rating (Cable & Turban, 2003) as signals for unobservable job and company

characteristics.

Contrary to the predictions of Spence (1973), there are also theoretical approaches that
forecast non-monotonic signaling, so that the signaling intensity is no longer monotonic in
senders’ types. In fact, it can frequently be observed in practice that the best quality types
sometimes refrain from signaling. For example, elderly wealthy people exercise restraint in
consumption, while noveau riche flaunt their wealth (see Feltovich, Harbaugh, & To,
2002) and high-end fashion products use less explicit brand logos to signal their quality,
compared to mainstream products of the medium price segment (Berger & Ward, 2010).
Such a situation, where lower quality types invest in the signal and the higher quality types
intentionally decide not to signal, has been described in different theoretical frameworks.

In this context, one interesting approach is the countersignaling model by Feltovich et al.
(2002). In contrast to the traditional signaling model by Spence (1973), Feltovich et al.
(2002) based their analysis on the premise of three quality types - low, medium and high -
and the existence of additional, noisy information about the quality. As in Spence’s model,
information about the type is private and only known by the senders. Therefore, the
receiver can only assess the quality of the senders by observing what kind of signals they
are sending. However, in contrast to Spence (1973), Feltovich et al. (2002) assumed that
additional, exogenous information is available to the receivers that convey extra
information about quality types. While this additional information reveals the quality of
low and high ability types with a high probability, the additional information about
medium types is ambiguous, which is why medium ability types cannot solely rely on the
information content. Feltovich et al. (2002) managed to show that a countersignaling
equilibrium can evolve where high types intentionally decide not to signal and pool with
low types. As they are confident that the extra information will be sufficient to reveal their
high quality, they do not feel the need to invest in the signal. At the same time, medium
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types will invest in the signal since, unlike high types, they cannot be sure about the
content of the extra, but noisy information and they want to prevent being mistaken for low
types. Hence, in a countersignaling equilibrium, the decision of high types not to signal can
also be regarded as a sign of confidence (Feltovich et al., 2002). If high types invested in
the signal, they could even risk being confused with medium types - a situation they want
to avoid. Therefore, as outlined in the countersignaling model of Feltovich et al. (2002), in
this case a non-monotonic relationship between quality types and signaling intensity can be

expected.

Similar observations of such non-monotonic signaling effects were also found in other
studies. For example, Sadowski (2013) modeled a situation of overeagerness, where high
types will signal their quality by sending weaker signals than low types. By choosing high
signals, low types thereby give the impression of overeagerness to receivers. Moreover,
Mayzlin and Shin (2011) highlighted that high quality firms give less product-attributed
information in their advertising compared to low quality firms. And Teoh and Hwang
(1991) also pointed out that high quality firms intentionally decide to withhold good news

about their company, while low quality firms prefer to reveal any such information.

2.2 The importance of job attributes in recruitment

The relevance of job attributes in recruitment has been widely investigated. A large
number of empirical and theoretical studies have examined the effects of job attributes and
the underlying reasons for behavior. In this context, the theoretical considerations that are
described in the objective and subjective factors theory of Behling, Labovitz and Gainer
(1968) are particularly important, as well as the assumptions of the person-organization
and person-job fit models by Kristof (1996) and Edwards (1991).

With an aim to provide an explanatory approach for the job-choice behavior of college
graduates, Behling et al. (1968) addressed the importance of job attributes in their
objective and subjective factors theory. In the objective factors theory, Behling et al.
(1968) outlined that graduates’ job choice decisions are based on the evaluation of a large
range of job and organizational characteristics, such as compensation, benefits, location of
the company or career prospects (Behling et al., 1968). Based on the assessment and

valuation of these factors, graduates will decide whether they will apply for a job or not.
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Therefore, information conveyed during the recruitment process about these aspects may
be crucial for recruitment success (Harold & Ployhart, 2008).

In contrast, the subjective factors theory is based on the understanding of a fit between the
applicant and the organization, and thereby closely related to the person-organization (P-O)
and person-job (P-J) fit models. In the subjective factors theory, Behling et al. (1968)
suggested that graduates form their decision for a job through an evaluation of the job
environment and by assessing the personal fit with it (Behling et al., 1968). Thus, in the

recruitment process, graduates will select the company, which best meets their needs.

Person-organization fit has been further examined and defined by a large number of
researchers. For example, Chatman (1989) defines P-O fit as the “congruence between the
norms and values of organizations and the values of persons” (Chatman, 1989, p. 339).
Moreover, Kristof (1996) refers to P-O fit as “the compatibility between people and
organizations” (Kristof, 1996, p. 4) and outlines how people are attracted to different
organizations as a result of different levels of fit. The importance of P-O fit is enhanced by
the numerous empirical studies that provide evidence for the importance of P-O fit for the
attraction to an organization and job choice (e.g. Kristof-Brown, Zimmermann, & Johnson,
2005; Pfieffelmann, Wagner, & Libkuman, 2010; Roberson, Collins, & Oreg, 2005;
Uggerslev et al., 2012). Furthermore, Edwards (1991) highlighted the importance of
person-job fit in job choice and described the impact of job and individual characteristics
on personal and organizational attainments, in particular job satisfaction. Thereby, he
differentiated between two different types of P-J fit. The first concept is concerned with the
fit between the desires of an individual and job attributes. The second concept, in contrast,
describes the fit between the abilities of an individual and the demands of a job, so whether
their educational level and abilities meet the requirements of the job. P-O and P-J fit are
supported by various studies that examined the importance of fit for different recruitment
outcomes, such as organizational attractiveness or job satisfaction (e.g. Edwards, 1991; Hu,
Su, & Chen, 2007; Judge & Cable, 1997; Uggerslev et al., 2012).

Both theoretical approaches emphasize the importance of job attributes for organizational
attraction and job choice. However, many job attributes are not directly observable or
detailed information is hard to obtain, so recruiting actions and the conscious choice of
recruitment channels may affect recruitment success, by conveying information about

these characteristics and facilitating peoples decision-making. For example, in the context
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of P-O fit, Breaugh (2008) stated that more detailed information in advertisements may
enhance applicant interest for a job and facilitate assessment of P-O fit. Roberson et al.
(2005) concentrated on recruitment advertisements and came to the same conclusion.
Furthermore, Harold and Ployart (2008) also emphasized the importance of information on
the job and organizational characteristics, by analyzing data from applicants on PhD
programs at a university in the United States. Moreover, a sufficient amount of information
in recruitment mediums is perceived as more credible by applicants, thereby providing an
additional benefit (Allen, Van Scotter, & Otondo, 2004). Detailed information about the
job and the organization helps applicants to gain a realistic impression of a job and the
work environment, so that dissatisfaction, low motivation levels and resignations can be
avoided (Breaugh & Starke, 2000).

In this context, recruitment channel use holds an important place. Recruitment channels
can be categorized into formal and informal channels, whereby informal channels are
characterized mainly through personal contacts, such as word-of-mouth or referrals from
other workers or friends (DeVaro, 2008). The decision to use a specific recruitment
channel to fill a vacancy is largely dependent on different characteristics of the firm, such
as the number of vacancies or the position (Gorter, Hassink, & Russo, 2003; Sabatier,
2010). Informal recruiting channels are generally seen as more efficient in filling a
vacancy, but formal recruitment channels, such as job advertisements, are also often
utilized, whether it is subsequently or simultaneously (Gorter & van Ommeren, 1999).
Particular importance is attributed to employee referrals and word-of-mouth, and a wide
range of literature has investigated the benefits of these recruitment channels on applicants.
Here, special attention is devoted to the credibility of information, as it has been
demonstrated by a large number of studies that information conveyed through these
channels is regarded as more credible by applicants (e.g. Cable & Yu, 2006; Fisher, llgen,
& Hoyer, 1979; Van Hoye & Lievens, 2005). According to Allen et al. (2004) a higher
credibility is achieved when the recruiting channel enables personal interaction, which is
the case for referrals of employees and friends (Fisher et al., 1979), as well as for the usage
of personnel networks (Casella & Hanaki, 2008; Marmaros & Sacerdote, 2002). However,
companies can also obtain added value by using informal recruiting channels such as
referrals or networks, as they have the possibility to gain more information about potential
employees (Pinkston, 2012; Simon & Warner, 1992).
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2.3 Monetary and non-monetary incentives and their impact on

employee behavior

As outlined in Chapter 1.1, monetary aspects are of great importance for applicants’ job
choice. This raises the question which, if any, incentives should be provided to workers.
Incentives offer a variety of possibilities to induce higher performance, motivation and
satisfaction of workers. A recent survey by Towers Watson (2012) with 1600 employers
showed that basic wages are regarded as an important element in attracting and retaining
workers. Therefore, it is not surprising that companies offer their employees various types
of incentives to increase satisfaction and performance. This section discusses the impact
incentives can have on workers’ performance and motivation. A large number of
theoretical and empirical papers have been concerned with the optimal contract design that
aligns the interests of the company with the interests of workers, as the design of

compensation schemes can be decisive for effort provision of workers.

When examining incentive measures, a distinction can be drawn between monetary
incentives, such as base wages and variable remuneration elements, and non-monetary
incentives, such as awards, recognition and material incentives. The challenge is to select
the appropriate measure and implement it effectively, as various incentives might be used
for different business functions, hierarchy levels or the type of work (Incentive Federation,
2005). For example, variable bonus payments may be more effective than other incentives
when the performance of workers is easy to measure (i.e. the sales department). In the
following, both types of incentive measures are examined in more detail, and the impact on

workers’ performance reviewed.

A key issue for the design of compensation schemes is the decision to pay workers a fixed
salary or to attach remuneration to workers performance, by integrating variable wage
components such as performance pay or individual bonuses. This question is not easily
answered, as the design of workers’ compensation is determined by a large number of
issues. A considerable amount of literature has been published on this matter, and the
effectiveness of fixed and variable wage components analyzed (for a review on incentive
effects see Prendergast (1999)). From a company’s perspective, monetary incentives
encourage workers to exert higher effort level and, subsequently, increase the performance
of the company. However, informational asymmetries exist, so that effort levels of workers

are not directly observable or measurable. In this case, proceeding on the assumptions of
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standard economic theory, it is expected that a rational worker will choose a minimum
performance level when a fixed wage is paid, as workers aim to maximize their individual
utility (Akerlof, 1982). As their wage is independent of performance, additional effort is
associated with higher effort costs without receiving a higher compensation in return.
Thus, in order to provide an incentive for a higher performance, companies have to attach a
variable wage component to workers’ compensation scheme (Krakel, 2007).

This situation is further described in the principal-agent model, where a principal assigns a
task to a risk averse agent. However, a problem arises as the principal cannot be sure
whether the agent chooses the effort level that is in the interest of the principal. He can
only observe the output, but has no information about the agents’ individual effort level or
his ability. Therefore, the situation is characterized by an asymmetry of information
between the principal/employer and the agent/employee, where the agent has more
information about his abilities and intentions than the principal (Holmstrom, 1979). Since
output is not only dependent on the effort exerted by the agent, but also dependent on an
exogenous error term, it is not possible for the principal to make inferences regarding the
agents’ effort level by just observing the output. Moreover, the situation iS compounded on
the assumption that the agent maximizes his own utility. Effort is costly for the agent, and
he will choose lower effort levels than are optimal for the principal. The problem can be
resolved by contractual agreements between the principal and the agent, where the
principal lets the agent have a share in his success. With this, the interests between the
principal and the agent can be made coherent, and incentive compatibility can be obtained.
This can be achieved by creating incentives for the agent, such as through performance pay
or performance bonuses. In this case, the performance of the agent is assumed to be higher

than if remunerated only with a fixed payment.

The effects of performance dependent payments on effort levels and performance of
workers has been widely investigated. For example, Lazear (2000) analyzed the incentive
effect of a change from hourly wages to piece wages for workers of a windshield repair
company. He showed that a performance dependent remuneration significantly increased
the performance of workers. Knez and Simester (2001) obtained similar results for
performance-dependent contracts at Continental Airlines, Paarsch and Shearer (2000) for a
tree planting company and Bandiera, Barankay and Rasul (2007) for managerial
performance pay at a fruit-picking company. However, careful consideration for the
appropriate use of performance pay should be given. As Freeman and Kleiner (2005)
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pointed out, although workers’ productivity may be higher under piece rates, it may still be
more profitable for a company to decide against it, taking into account higher costs e.g. for
monitoring. In some cases, another problem is that output is hard to observe or measure, so
that piece rates are not suitable for a given worker. Moreover, changing back to fixed
wages after piece rates have been installed could lead to greater difficulties and lower
performance (Irlenbusch & Sliwka, 2005). Instead of piece rates, companies could attach
variable bonus payments to workers’ base salary to set an incentive for a higher

performance, which can be paid out within a narrow time frame, or as a yearly bonus.

But is it actually true that, as predicted by standard economic theory, a higher fixed wage
cannot yield an incentive for a higher performance? During the past years, many empirical
studies have been conducted on this question, with the result that fixed wages do matter
and can have a decisive contribution on performance. An explanation for this resides in the
positive reciprocal behavior of workers that has been observed in a large number of
experimental studies (e.g. Charness & Kuhn, 2007; Fehr, Kirchsteiger, & Riedl, 1993;
Nosenzo, 2013). In these “gift-exchange” experiments, the relationship between different
wage levels and performance has been analyzed on whether a higher wage level may

induce a higher performance of workers.

A standard gift-exchange game is played between two subjects - a worker and an employer

(e.g. Fehr et al., 1993). Mostly, the general sequence of actions in the experiment is as

follows:
Stage 1: The employer offers a wage w.
Stage 2: The worker accepts/rejects the wage offer.
Stage 3: If the worker accepts the wage offer, he chooses his effort level e,

which is associated to costs c(e).

As workers are assumed to be utility maximizing, and not bound to comply with the
desired effort level of the employer, it has to be expected that workers will choose the
lowest effort level possible. The employer will anticipate this behavior and offer the

worker the lowest wage that is possible.

Yet, contrary to the predictions of standard economic theory, numerous experimental

studies find that the level of the wage offered by the employer is higher than expected, and
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that the wage level affects the effort level chosen by the worker. In this context it has been
proven that workers exert higher effort levels when higher fixed wages are paid.
Behavioral economics literature offers many possible explanations for the above
observation. One of these is reciprocity, which states that subjects reflect friendly actions
with friendly actions of their own (Fehr & Gadchter, 2000). For example, reciprocal
behavior in employment relationships happens when a worker responds with a higher
effort level or more cooperation to a high wage, which is regarded as a friendly action of
the employer. Numerous experimental studies provide evidence for such behavior from
workers (e.g. Berg, Dickhaut, & McCabe, 1995; Kube, Maréchal, & Puppe, 2012).

Another explanation, which is related to reciprocity, is a workers’ perception of fairness.
When a worker exerts higher effort levels than required, he expects a fair wage in return
(Akerlof, 1982). Vice versa, it can be argued that companies pay fair wage levels in
anticipation of higher performance from workers, or they pay them in expectation of a
reciprocal behavior of workers. Thereby, a decisive factor for higher performance is that
workers feel they are treated fairly by the company (Akerlof, 1982). Furthermore, an
important aspect in the evaluation of a fair wage is the comparison with others (Akerlof &
Yellen, 1990). Wage comparisons and relative wage levels on performance have been
explored in numerous studies (e.g. Abeler et al., 2010; Cohn, Fehr, & Gotte, 2013; Gachter
& Thoni, 2010; Nosenzo, 2013). In this context, wage comparisons have a decisive impact
on performance, in particular for those workers who feel underpaid. As Nosenzo (2013)
and Géchter and Thoni (2010) showed, relatively underpaid workers decrease their effort
level when they learn that co-workers receive higher wages than they do. Moreover, rises
in salary also have a greater impact on this group of workers. As Cohn, Fehr and Gotte
(2013) demonstrated, a pay raise significantly increased effort from workers who
previously received lower wages than they considered to be fair, while a wage increase did
not significantly affect performance of workers who felt overpaid. Moreover, Clark and
Oswald (1996) reported that relative wages significantly influence job satisfaction,
whereas this is not the case for absolute wage levels. Therefore, it appears that workers

draw additional value from information about their compensation, relative to others.

The existence of equity is essential when discussing compensation schemes and the
fairness of wages, as described in the equity theory by Adams (1963). Equity implies that
higher wages are paid for higher effort levels. In contrast, when a worker exerts lower
effort than other workers, the company should pay him a lower wage compared to his
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colleagues. The decisive factor is the preservation of a certain input-to-output ratio
between workers’ effort and compensation, for equity to be obtained. When this is not
compiled with, perceptions of inequity may arise and workers see a given wage level as
unfair with respect to their performance (Adams, 1963). A possible way to induce equity is
by paying workers according to their performance. Firms have various possibilities to
attach compensation to performance, and could pay piece rates or give out bonuses

according to (relative) performance.

A considerable amount of studies have raised the issue whether companies should pay their
workers according to their performance or issue a fixed salary. Both approaches have their
advantages and disadvantages and largely depend on the task and other company
characteristics. For example, piece rates produce a direct incentive for workers to increase
performance, since they directly influence compensation (Lazear, 1999). However, such a
performance dependent pay scheme is also associated with a certain risk, as the output may
vary or is affected by factors outside the control of the worker. Moreover, piece rates
require monitoring of workers’ performance and product quality, to prevent workers from
focusing too much on producing high numbers of pieces and, consequently, ignoring
quality (Freeman & Kleiner, 2005). Nevertheless, a change from fixed wages to piece rates
may significantly increase productivity. Many empirical studies found an increase in
workers’ productivity when switching from fixed wages to piece rates, generally giving
two explanatory approaches for this finding. On one hand, the results provide evidence for
an incentive effect so that workers are more motivated to increase their effort (Bandiera,
Barankay, & Rasul, 2007; Freeman & Kleiner, 2005; Lazear, 2000; Paarsch & Shearer,
2000). On the other, a selection effect seems to be present, which means that piece rates
attract more able workers to join the company, while less able workers decide to leave
(Bandiera at al., 2007; Lazear, 2000; Paarsch & Shearer, 2000).

Additionally, an important and critical point in the design of incentive schemes is the level
of the incentive. Standard economic theory predicts a positive relationship between the
level of incentives and workers’ effort, but numerous studies show this is not always the
case in practice. For instance, Irlenbusch and Ruchala (2008) only found a significant
effect from a bonus payment if it is high enough, while low bonus payments have no
impact on performance. Similar results were obtained by Gneezy and Rustichini (2000),
who showed that for small bonus payments, performance is even lower than if no bonus is

paid at all. Furthermore, also very high bonus payments can have detrimental effects on
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performance when workers are “choking under pressure” (Ariely, Gneezy, Loewenstein, &
Mazar, 2009; Baumeister, 1984), which again highlights the great elaborateness that is

necessary when designing incentive schemes and deciding compensation levels.

However, monetary incentives are not the only way to motivate workers to enhance their
performance. For some tasks, monetary incentives may not be suitable because it is hard to
measure performance, such as the performance of an HR Manager or of a researcher, who
is conducting research on one subject over several years. In this regard, non-monetary
incentives are suitable to motivate and retain workers. Together with monetary incentives,
they also help to decisively shape the employer image and are becoming increasingly
important in recruitment (Sutherland, 2012). Non-monetary incentives comprise a wide
range of benefits, ranging from childcare, flexible work arrangements and chances for

advancement, through to recognition, respect and status.

Monetary and non-monetary incentives can both be effective measures for increasing
performance and motivation, but the underlying reasons for behavior differ. While the
value of a monetary bonus is easy to classify, the value of a non-monetary incentive might
be affected by workers’ preferences and, therefore, have different effects on different
workers (Lazear, 1999). In this context, it is possible that the value of a non-monetary
incentive for workers is well above the actual monetary costs for a company. This can be
caused by different value perceptions of workers. However, it is also possible that
companies can purchase benefits more cheaply than an individual person (Lazear, 1999;
Oyer, 2008). For example, Oyer (2008) has shown that especially large firms provide
benefits like childcare or company-provided meals, and both measures benefit from
economies of scale. Moreover, he demonstrates that these benefits have a significant
impact on workers’ effort, which underlines the relevance and importance of these types of

incentives.

Numerous studies have further shown that positive effects on workers’ effort levels and
performance can also be achieved by other measures, like combining performance pay
with motivational talk (Kvalgy, Nieken, & Schéttner, 2013), providing recognition for the
top performers (Bradler, Dur, Neckermann, & Non, 2013) or offering a congratulatory card
as a reward for the best performance (Kosfeld & Neckermann, 2011). Considering that the
costs of these measures are relatively small for the great majority of companies, a greater

importance should be attached to these options.
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Overall, it can be concluded that incentives, be it monetary or non-monetary, can affect
workers’ motivation, performance and satisfaction. As a result of their influence on
employee behavior and performance, the optimal design of incentives is considered
important for the recruitment and retention of qualified workers, especially in times of an

increasing competition for skilled workers.
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3 Different Degrees of Informational Asymmetry on Job

Markets and Its Impact on Companies’ Recruiting Success

Authors: Falk, Sabrina; Hammermann, Andrea; Mohnen, Alwine; Werner, Arndt
First Author: Falk, Sabrina

Current Status: Published in the Journal of Business Economics (Vol. 83, No. 4: 1-23)

Summary

Based on a large survey of German companies, we investigate the influence of job
characteristics on the recruiting success on labor markets with different degrees of
informational asymmetry. We cluster companies’ recruiting channels in those with low
(internal job markets and employee referrals) and high (job advertisements, the Federal
Employment Agency and headhunters) degrees of informational asymmetry. We provide
evidence that monetary aspects are important when quality aspects of the job and the
company are not directly observable by job applicants. However, if recruiting channels are
used where the level of asymmetric information is lower because applicants have more
reliable information about job and company characteristics, the quality attributes of a
workplace, such as flexible work times or a high job responsibility, become influential on
the recruiting success. Finally, our results show that applicants with access to more
information about the quality aspects of a job also seem to be in a better position to

evaluate the information given with regard to their credibility.

Individual Contribution

In this paper | was in charge for most of the data analysis, especially the regression
analyses and the robustness checks, as well as for writing large parts of the paper. In the
review process | contributed by conducting the additional analyses requested by the

referees as well as the incorporation of further comments and changes.
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4 Why the Career Fair Appearance of Companies Matters: An

Empirical Analysis of Applicant Perceptions

Authors: Falk, Sabrina; Mohnen, Alwine
First Author: Falk, Sabrina

Current Status: Under review for publication

Summary

Using a matched data set of student perceptions and company characteristics from two
career fairs in Germany, we investigate which aspects of a company’s career fair
appearance may serve as signals for unobservable workplace characteristics and thus
influence students’ intentions to apply for a job. We identify several observable
characteristics of a career fair appearance that are used as signals by applicants, deriving
clear recommendations for the design of recruitment activities for career fairs. We also find
some significant differences between “high-potential” and “non-high-potential” students
that should be considered by companies. Therefore, depending on the target group,

different priorities should be set in recruitment strategies.

Individual Contribution

In this paper | was responsible for the development of the research questions, the design of
the questionnaire as well as for conducting the survey at two national career fairs in
Germany. Moreover, | conducted the data analysis largely independently and wrote the

most part of the paper.
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5 The Bigger the Better? The Efficiency of Recruiting Actions
in Finding Skilled Workers

Author: Falk, Sabrina

Current Status: Under review for publication

Summary

This chapter empirically examines what effect (costly) recruiting actions on career fairs
have on applicant attraction in order to derive recommendations for company’s recruitment
strategies. In light of the increasing shortage of skilled labor, the recruitment of qualified
applicants constitutes a main challenge for companies. Within this context, particular
importance is assigned to career fairs because they represent an effective recruitment
instrument, especially for university graduates. Using a matched dataset from a large
national career fair in Germany, this study finds that organizational representatives at
career fairs have the largest impact on the applicants’ intentions to apply for a job. In
contrast, costly recruitment actions like a large fair stand only have a minor positive effect.
Thus, companies should concentrate on employing well-trained staff and the provision of
information on open positions over investing in large fair stands because the effect of stand

size is comparatively small compared to other characteristics of career fair appearance.
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6 The Impact of Non-Performance Related Special Payments

on Workers’ Effort Provision - An Experimental Analysis

Authors: Falk, Sabrina; Mohnen, Alwine
First Author: Falk, Sabrina

Current Status: Under review for publication

Summary

In this study, we use an experimental design to test whether non-performance-related
special payments increase the productivity of workers. The special characteristic of these
payments is that, unlike individual bonus payments, all employees of the company receive
the same level of bonus, regardless of their individual performance or their contribution to
the performance of the company. In our laboratory experiment, we vary both the level of
special payment given to workers and the available information about relative
performance. Our data reveals that only high amounts of special payments lead to an
increase in performance. However, effects differ when workers are able to compare their

performance against that of co-workers.

Individual Contribution

In this paper, | was responsible for the development of the research questions as well as the
design and the conduction of the experiment. Moreover, | carried out the data analysis
largely independently and wrote the most part of the paper.
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7 Conclusion and Implications for Practice

Amplified by demographic changes, globalization and technological developments, the
recruitment and motivation of employees will become one of the major challenges for
companies in the years to come. The question therefore arises, what measures companies

can take to address these developments.

Hence, this dissertation set out to investigate the effects of selected recruitment and
incentive measures to derive recommendations for human resource management on this
matter. The first part of this dissertation dealt with the question, how applicants’
perceptions of job and company characteristics affect their intentions to apply for a
position. To answer this, | used data from a large survey of German companies (Chapter 3)
as well as a self-collected matched dataset from two career fairs in Germany (Chapters 4
and 5). Thereby, a major focus was on the question, whether applicants use observable
characteristics of companies’ career fair appearances to generate perceptions about non-
observable job and company characteristics. Moreover, | also examined whether the
observability of such non-observable aspects, which is possible when recruiting channels
with a low degree of informational asymmetry are used, has an effect on companies’

recruiting success.

The analysis of the survey data in Chapter 3 did indeed show that only observable aspects,
such as wages and fringe benefits, have a significant impact on companies’ recruiting
success when recruiting channels with a high degree of informational symmetry are used.
When using such channels, the quality aspects of a job are not directly observable and are
thus likely to have no effect on recruiting success. However, when companies use
recruiting channels with a low degree of informational asymmetry, non-observable aspects

become more influential, e.g. individual job responsibility or opportunities for flextime.

Result 1: The use of recruiting channels with low degrees of informational asymmetry
enables applicants to obtain information about non-observable job

characteristics and thus increases companies’ recruiting success.
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One recruitment channel that allows applicants to obtain information about a large number
of, typically non-observable, job and company characteristics, are career fairs. To
investigate in more detail, which aspects of a company’s career fair appearance in
particular serve as signals for non-observable workplace characteristics, 1 conducted a
large survey on two German career fairs. My methodological approach thereby differs
from other studies in this field by using a matched data set of applicant and company data.
This enabled me to analyze the effectiveness of recruiting actions in more detail and so

contribute to existing studies on the signaling effects of recruiting actions.

The analyses in Chapter 4 reveal that various aspects of a company’s career fair
appearance are used as indicators for unobservable company characteristics. The key
findings will be outlined in the following. It is important to note, however, that this applies
in particular in cases where an applicant’s perceptions are negative: Perceptions of the
employees representing the company at the fair stand only have an effect on applicants’
evaluations of the workplace atmosphere in cases where these employees are perceived as
unfriendly. Furthermore, this negative effect applies in particular to the group of “high
potentials”. It is possible that this group of applicants has particularly high expectations
with regard to the presentation and appearance of companies at career fairs and thus reacts
very strongly when these expectations are not met. Hence, in particular where recruitment
strategy is aimed at recruiting “high potential” applicants, it is essential for companies to
select qualified and trained employees to represent the company at a career fair.
Companies should also assure the provision of sufficient information about job and
company characteristics. Such information about job opportunities not only improves the
applicants’ assessment of career prospects and wage levels in a company, but also tends to

induce higher levels of applications.

Result 2: Applicants’ seem to use visual, behavioral and informational aspects of a
company’s career fair appearance to draw conclusions about non-
observable workplace characteristics. Thereby, the effects differ between

“high potential” and “non-high potential” applicants.

Furthermore, an important follow-up question is: what impact do other factors of a

companies’ career fair appearance, such as the size of its fair stand, have on applicants’
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intentions to apply? This aspect was examined in Chapter 5. The fair stand size indeed
shows a positive impact on the intention to apply but this effect is comparatively small so
that its cost-effectiveness should be questioned. Moreover, a highlighted career fair
appearance, which may also be very costly, even has a negative effect on students’
intentions to apply — however, only in case the company is not listed in the ranking
“Germany’s Best Employers”. When the company is not on this list, students might
interpret a highlighted career fair appearance as an indicator for higher personnel
requirements and maybe also a higher fluctuation in the respective companies. Yet, a
listing among “Germany’s Best Employers” might ensure a certain quality of the company
so that applicants might look at a highlighted career fair appearance from a different
perspective. Furthermore, the findings of this chapter again confirm the importance of
company representatives at career fairs, even having larger effects on students’ intentions

to apply than other (costly) recruiting measures.

Result 3: The organizational representatives at the fair stand as well as information
about job openings have a stronger positive impact on applicants’
intentions to apply than a large fair stand. Thus, companies should carefully
consider the costs and benefits of recruiting actions at career fairs.

Overall, the following implications for recruitment strategy can be drawn from the results
of the studies carried out within the scope of this dissertation. Companies’ recruiting
success can be increased when recruiting channels with low degrees of informational
asymmetry are chosen, which enable applicants to obtain information about non-
observable job and company characteristics. Therefore, companies should ensure that they
don’t limit their recruitment strategy to channels with high degrees of informational
asymmetry (e.g. job advertisements). Moreover, companies should place special emphasis
on the revelation and transmission of information about non-observable job and company
characteristics. Career fairs provide a good opportunity for companies to present
themselves and their benefits to applicants, since a direct interaction between company
representatives and applicants is possible. In addition, the selection of qualified and trained
organizational representatives at career fairs is particularly important in improving

applicants’ perceptions of a company and increasing their intentions to apply. Allied with
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this, the trustworthiness and credibility of recruiters should be taken into consideration as
well. Attention should also be paid to the provision of sufficient information about open
positions and job opportunities. In this context, giving a company presentation can be
useful to increase applicants’ awareness of a company and their perceptions of job security
and the wage level.

Moreover, the impact of company representatives at a career fair is even more essential
than costly recruiting actions, such as a large fair stand or a highlighted career fair
appearance. Since the effect of a large fair stand on students’ intentions to apply is
generally small, companies should rather focus on the presence of qualified representatives
and the provision of sufficient information about job openings. To obtain higher visibility
and awareness, giving a company presentation at the career fair constitutes a suitable and
effective approach.

However, it should be noted that these findings are limited by selection effects regarding
participants and companies that were present at the career fairs and those who were not.
Furthermore, in my datasets from the career fairs, there was no information available as to
why companies chose to participate in them. On the other hand, in the company survey
analyzed in Chapter 3, no information was available about whether applicants were
actually able to observe the job characteristics that were discussed. Further research needs

to examine these aspects more closely to establish a greater understanding on this matter.

The second focus of this dissertation was on the effectiveness of non-performance-related
special payments as a measure to increase employee motivation, and thus performance.
Using an experimental approach, | analyzed to what extend special payments affect the
performance of workers and how these effects change when effort-comparison information
is made available. Considering that companies in Germany spend millions of Euros every
year on such initiatives, a profound examination of the incentive effects of such payments
IS needed.

The results of the laboratory experiment reveal that non-performance-related special
payments do indeed have a positive impact on performance but only when the level of the
special payments is sufficiently high. Moreover, when workers are given information on
relative performance, the results reveal that in particular below-average performers

significantly increase their performance when special payments are issued.
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Result 4: A significant performance effect of special payments is only induced when

the level of the special payment is high enough.

Result 5: When workers are provided with effort-comparison information, non-
performance-related special payments in particular increase performance

of below-average performers.

The evidence from this study suggests that special payments in general have positive
effects on workers’ performance and thus present a suitable incentive measure for
companies. However, to generate such a positive performance effect, companies have to
ensure the level of the special payment is well chosen. Otherwise it is possible that
workers’ performance remains unchanged despite the special payment that has been
disbursed and the costs associated with this incentive measure. It should be noted,
however, that | only considered the effects of special payments on performance, since the
experimental setting does not allow the examination of the consequences of special
payments e.g. on commitment to a company. It may well be the case that in practice even
low special payments have positive effects on workers’ satisfaction, commitment and
identification that I could not measure in the experiment. Thus, further research is needed

that examines the various effects of special payments that may arise in practice.

Despite these limitations, this thesis has made several important contributions to the
current literature on the signaling value of recruiting actions as well as on the effectiveness
of non-performance-related special payments. The findings of this dissertation enhance our
understanding of the factors that should come into play in the design of recruitment
strategies and incentive measures, pointing out several important implications for corporate

practice.
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