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Abstract

We investigate the effects of team competition on pro-social lending activity on
Kiva.org, the first microlending website to match lenders with entrepreneurs in devel-
oping countries. Using naturally occurring field data, we find that lenders who join
teams contribute 1.2 more loans ($30-$42) per month than those who do not. To fur-
ther explore factors that differentiate successful teams from dormant ones, we run a
large-scale randomized field experiment (n = 22,233) by posting forum messages.
Compared to the control, we find that lenders make significantly more loans when
exposed to a goal-setting and coordination message, whereas goal-setting alone signif-
icantly increases lending activities of previously inactive teams. Our findings suggest
that goal-setting and coordination are effective mechanisms to increase pro-social be-
havior in teams.
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1. Introduction

Understanding strategies to increase pro-social behavior is of major interest across
the social sciences. The sizeable mechanism design literature has identified innovative
tax-subsidy rules to reduce free-riding in the presence of public goods when a central
authority can enforce the rules. Under the VCG mechanism, it is a dominant strat-
egy for individuals to reveal their true values for the public good when preferences are
quasi-linear, although the allocation is not fully Pareto efficient (Vickrey, 1961; Clarke,
1971; Groves, 1973). Preserving Pareto optimality at the cost of non-manipulability,
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