Lemma 2. The employer offers contracts comprising task success wages w;and project success

bonus P:!

. c
C"(s;,8) =s;w;+ mss;P, with w; = —

(i) When work is in person, w; satisfies the incentive constraint (f — y) w; = ¢, whereby both agents
exert effort. Since knowledge sharing is frictionless, an agent would always share new

knowledge, and no project bonus is required (P = 0). The employer’s expected profit is:

c
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(ii) When work is remote, the same wages as in (i) induce effort, but inducing knowledge sharing
requires a project bonus satisfying P > ﬁ The employer’s expected profit is:
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1 Here, P denotes the project success bonus, awarded to both agents upon successful completion of both tasks.



