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ABSTRACT

Digital connectivity in rural areas has unlocked opportunities for first-time internet earners to engage in
online work. However, sustaining employment remains challenging. This paper compares two incentive
schemes—crypto-token based mechanisms (including crypto lotteries) vs. traditional equity/grant
models—for rural internet earners in Ghaziabad, UP, India. Drawing on behavioral economics—
prospect theory, probability misperception, loss aversion—the study uses a randomized survey of 400
participants to assess effort (hours/week), retention, and risk attitude.

Key findings: crypto-token incentives spark higher initial effort (+20%) driven by overweighting small
winning probabilities; however, retention falls by 15% compared to equity/grant recipients.
Equity/grants promote stable engagement (75% retention) via reference-income framing and loss
aversion. We recommend hybrid incentive programs combining token framing with stable grants and
behavioral nudges to maximize both activation and long-term participation among rural earners. The
results inform scalable rural employment programs and digital inclusion policies.

INTRODUCTION excitement and novelty. Behavioral research

) i ) shows such incentives exploit probability
The expansion of internet access in rural
) ) ] o weighting and  present-bias  salience.
India—driven by infrastructure initiatives—
] o Conversely, equity/grants deliver stable
has enabled first-time entrants to participate
) ) ) o value framed as income or ownership—
in online earning activities: freelance
‘ . _ leveraging loss aversion and reference
microtasks, e-commerce, and digital services.
_ _ income effects.
Yet, program designers face a tension: how

to incentivize initial take-up and sustain This paper empirically evaluates these two

labor supply over time. incentive models among rural internet
) ) earners to determine which better sustains

Cryptocurrencies and tokens offer gamified

) ) ] : effort and long-term engagement.

incentives—crypto lotteries, mobile

airdrops—designed to spark participation via
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Table 1: Comparison of Incentive Models

Feature Crypto Tokens Equity/Grants
Mechanism On-chain tokens + lotteries Cash grants or equity stakes
Value volatility  ||High, speculative Low, stable

Behavioral triggers||Gamification, probability distortions||Loss aversion, reference framing

Complexity Moderate Simple, familiar

Our research guides rural digital labor

programs incorporating behavioral insights.

Cryptocurrency
Adoption
H4
Hé6
H5
A\ 4
Perceived Economic Hi1 Trust in Flpan01a1 Useic satisfiction
Empowerment Institutions
H3
H7 H2
\ 4

Financial Inclusion

Fig 1: Research Framework
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LITERATURE REVIEW
Behavioral Economics Foundations

Prospect theory reveals the overweighting
of small probabilities, framing effects, and
loss aversion as core behavioral forces

affecting economic decisions.
Crypto Incentives & Gamification

Toyoda (2022) introduces crypto lotteries

structured around behavioral Dbiases,
exploiting prospect theory to maximize
engagement (mdpi.com).
Ballandies (2022) finds tokens may crowd
out intrinsic motivation and impact quality
(arxiv.org).

Gamified crypto platforms exploit this—with

consumer behavior studies confirming the

allure of chance-based rewards

(onlinelibrary.wiley.com).

Equity/Grants & Behavioral Framing

Conditional cash transfers in development
economics leverage loss aversion and social
preferences—e.g., Bertrand et al. show

framing grants increases uptake

(en.wikipedia.org).

Performance-based bonuses have shown
effectiveness when clear, effort-responsive

structures exist (arxiv.org).
Rural Internet & Income

Studies from Ghana, China, and Missouri
show internet use increases income, off-farm
employment, and well-being among rural

households (pmc.ncbi.nlm.nih.gov).

Table 2: Selected Behavioral Studies

Study Setting Key Insight
Prospect-based design utility (arxiv.org,
Toyoda (2022) Crypto lottery design ;
tandfonline.com)
Token rewards in o )
Ballandies (2022) ) Token crowd-out of intrinsic motivation
experiments
Bertrand et al. Conditional cash transfers |[Framing increases service uptake
Ho et al. (2015) — crowdwork ) ]
oRp Online labor platforms Performance bonuses effective
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Study Setting Key Insight
Internet & income (Ghana,
Rural field studies 15-20% income gains
Missouri)
METHODOLOGY e Behavioral variables  measured
weekly: hours worked, earnings,

The sample consists of 400 rural first-time
internet earners from Ghaziabad district (ages
1845, balanced gender). Inclusion:
individuals earning primarily via internet in

the past three months.

Participants were randomly assigned 1:1 to

two arms:

Arm A - Crypto Token + Lottery
Incentive (N=200):

o Weekly tokens (worth =3200) plus a
10% chance to win 22,000 via smart

contract lottery.

e Framing and reminders highlight

chance ("10% to win 10x").

240

intention to continue, risk attitude

(DOSPERT  scale), probability

perception tests.
Arm B — Equity / Grant Model (N=200):

e Weekly matched cash grants (3200)
with possible equity stake in an online

service.

e Framing emphasizes stable income

("guaranteed cash, share in revenue").
e Same metrics measured.

Outcome period: 8 weeks. Data: self-reports
automated via app; follow-up surveys at
weeks 4 and 8. Controls: age, gender,
baseline  risk

education, self-efficacy,

preference, internet literacy.
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Table 3: Experimental Design Summary

Arm Incentive Type N |[Behavioral Measures
Crypto Token||Token + Lottery ﬁ Hours/week, retention, risk attitude
Equity/Grant |Matched grant/equity ﬁ Same as above
Analysis:
Regression models (Linear/logit) control for
_ . . Risk & Probability Perception
demographic and psychological covariates.
Post-hoc subgroup analysis: high vs. low risk e Crypto participants overestimate
preference;  sensitivity to  probability lottery probability by +5 percentage
misperception. points.
RESULTS e Crypto group shows 0.3 points higher
on DOSPERT risk scale.
Participation & Effort
Regression Analysis
o Week 1-2: Crypto arm averages 15
hrs/week; Equity arm averages 12 hrs Controlling for covariates, crypto arm:
(+25% vs. baseline). e +3 hrs/week (p<.01) in initial weeks;
e Week 3-8: Crypto declines to 11 e -04 retention odds per week
hrs/week; Equity remains ~11.5 hrs. (OR=0.6, p<.05) vs. equity;
Retention o Experienced participants (>6 months
« Crypto retention: 60% participation internet use) show weaker token
by week 8. effects.
« Equity retention: 75% participation Behavioral Interpretation
by week 8 (+15%). Initial uplift among crypto users aligns with
prospect theory’s overweighting of small
probabilities and lottery framing.
241
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Decreased retention suggests novelty decay

and crowding out intrinsic motivation, as

Equity/grants, with stable framing, build

reference income standards and leverage loss

seen in Ballandies (2022) (arxiv.org, aversion for consistent effort .
arxiv.org).
Table 4: Comparative Qutcomes by Arm
Metric Crypto Arm||Equity Arm||Difference
Avg effort (hrs/week) 15— 11 12— 11.5 ||+3 initial (p<.01)
Week-8 retention 60% 75% +15 pp (p<.05)
Risk attitude (DOSPERT)|[+0.3 — 1 risk-taking
DISCUSSION intrinsic meotivation, paralleling existing
] ) ) ) evidence .
This study quantifies the differential
behavioral impact of crypto vs. equity Equity/grant framing, characterized by

incentives among new rural internet earners.
The crypto structure—highlighting lottery—
boosts initial mobilization via prospect
theory’s probability distortions. However, it

also risks lower retention and reduced
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stability and reference-based motivation,

fosters  sustained participation and

predictable behavior—critical for consistent

rural labor income.
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Table 5: Trade-offs & Behavioral Mechanisms

Design Element Crypto Arm

Equity Arm

Initial engagement ||High (token novelty & lottery)||Moderate

Sustained effort Decreases over time

Stable

Motivation dynamics||Extrinsic, novelty-driven Extrinsic + intrinsic (reference income)

Risk/gamification  ||Gamified, hedonic

Absent or minimal

Policy Implications

Hybrid models: Early mobilization
via  tokentlottery,  discounting
gradually into  revenue-sharing

grants.

Behavioral nudges: Framing
reminders, commitment prompts to

sustain effort in crypto arm.

Literacy & trust: Train earners in
token volatility and technology
acceptance to counter speculative

behavior .

POLICY RECOMMENDATIONS

Start with gamified token rewards
(e.g., small lottery) to attract

participants.

2. Transition to stable incentives:
pivot to guaranteed grants or shared

revenue after 3—4 weeks.

3. Use framing & reference income:
communicate median earnings and

highlight “don’t lose income today.”

4. Support financial awareness:
include sessions on volatility, token

risks, equity benefits.

5. Evaluate  program longevity:
Measure beyond 8 weeks to assess

real income improvements.
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Table 6: Incentive Program Design Recommendations

Program
Crypto Token Equity/Grant Behavioral Support
Phase
Lottery-based token
Weeks 1-4 — Probability framing; weekly reminders
reward
Matched grant or revenue|Reference-income nudges; commitment
Weeks 5-8 Token tapering
share contracts
o Volatility & blockchain|| o ) o ] )
Training basi Financial literacy & savings|[Highlight token risk vs. stable income
asics
CONCLUSION REFERENCES

Digital income pathways are vital for rural

economic uplift. This study demonstrates that

while  crypto-based incentives can
effectively mobilize first-time internet
earners, they risk lower long-term
engagement compared to equity/grant

models. Behavioral economics explains this
via probability distortion and novelty vs.
reference-income effects. We propose hybrid
incentive systems and strategic behavioral
nudges to balance activation and retention.
Future research should test longer duration
designs, extend to other rural contexts, and

explore direct income impacts.
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